Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 



£'c.on 3oo i ■ f, 



Satiiati) College fLiitacn 



I 




-• « 



tV 



1 h 



^ » *¥* • ^ *• 



9 



•^ 




•■^. 






SPECIAL VALUE OF THE LIBRARY 



Fraa th» SprbgfUi MMi.. RapdkBeu 

Under the title of "The Railway Library 
1909** are presented a number of papers and 
addresses of that year dealing with various 
phases of the transportation problem. The 
book is compiled and edited by Slason 
Thompson, manager of the bureau .of railway 
news and statistics in Chicago. As much of 
the material so liberally supplied the public 
is hostile to the railroads, this presentation of 
their 8ide of the story will be of special value 
to readers and students. Among the con- 
tributors may be mentioned J. Edgar Thom- 
son, chief engineer of the Pennsylvania rail- 
road company, James J. Hill, Senator John 
C. Spooner, etc. 



For Tables of Contents — 1909 and 1910 issues — see end of this volume 



The Railway Library may be obtained on the following terms: 

Single copies of 1909 (limited) . . fl.SO 
" *' 1910 (limited) .... 1.00 
" '' 1911 50 



APPLY TO 

BUREAU OF RAILWAY NEWS AND STATISTICS 

RAILWAY EXCHANGE BUILDING 
CHICAGO 



THE RAILWAY LIBRARY 



1911 



(TniRD SBRIRSl 



A COLLECTION OF NOTEWORTHY ADDRESSES AND 
PAPERS MOSTLY DELIVERED OR PUBLISHED 
DURING THE YEAR NAMED. 



COMPILED AND EDITED BY 

SL4S0N THOMPSON 

Director of Bureau of Railway News 
AND Statistics 

Chicago 



Chicago 
Ths Gunthobp-Wabrin PRnfrmo Co. 

1912 






'i».,,„ .;.--. .TABLE OF CONTENTS 




lC^i6^l^»Xi^firm>Dvcnov 3 

jL Travsl rBoii DsTBOiT TO Chicaoo in 1833 5 

wf From Life and Letters of Charles Butler. 

BRrnsB Railways Eiohtt Years Ago 13 

FiiisT RsroRT or thk Ixtsrstatb CoknnitcB Commission 18 

By Judge Thomas M. Cooley. 

Tes RxouLATioN or Intkrstats Commbrcb 09 

By Martin A. Knapp, Chief Justice of Court of Commerce. 

Thk Commission Abovb th« Coubts 77 

• By Charles A. Prouty, Chairman of I. C. C. 

Th» Railway TRAmc Manaqsr 88 

By Franklin K. Lane, I. C. Commission. 

Railway ^tcuRrriis 06 

Report of the Hadley Commission. 

•^ Physical Valuation or thb Nbw York, Nbw Hatsn A HARTroRD R.R 132 

Report of Prof. Geo. F. Swain, Engineer in Charge. 

pRosPBCTs or Stats Ownership in England and the UNrrsD States 159 

By W. M. Aeworth. 

Railways and Nationalization in the UNrrsD States 173 

By W. F. Allen. 

Government Ownership Unnecessary 185 

By Fairfax Harrison. 

EmoENCY or Railway Service in the United States 200 

By J. Kmttsohnitt. 

EmOENCY AS THE EMPLOYE SeES It 216 

By Warren S. Stone. 

ARsrrRATioN or Railway Labor Disputbs 225 

By F. O. Melcher 
Laws or 1911 ArPEcriNO Railways 229 

^"^UEUC Opinion and its ErrEcr on Business 234 

By Howard Elliott. 

Railway Mail Service 248 

By H. P. ThraU. 

Block Signals and Automatic Control 253 

Report of the Federal Board. 
Rail Rates and Wages. 273 

The Correlation or American Industries 277 

By L. E. Johnson. 

State Railways or France 288 

By M. Marc de Valette. 

French State Raaways 294 

Humor or French Timb-Taelbs 299 

Strike and Lockout Legislation 301 

From the London E^ngineer. 

Chicago's Greatest Passenger Station • 307 

aUustrated) 

Fined por Square Dealing 315 

From the In» Trade Review. 
Railway Notabiua 

Pboorbss in Steel Passenger Car Equipment 325 

Eliminating Grade CROssiNas in Long Island 326 

British and French Railway>Spebd 327 

LoNDON*s Daily Railway Passengers 830 

JTAUAN State Railway Finance 332 

American Waterways Superior to European 333 

European Railroads 334 

The Song op the American Freight Car 337 

Staiibtios or American Rauways for 1911 338 

By Slason Thompson 

. (2) 

t 

m 
„ • 






INTRODUCTION 

THE issue of the Railway Library for 1911 follows 
the general scheme of its predecessors in bringing 
between boards selections from the noteworthy 
papers and addresses of the year relating to rail- 
way subjects. In order to preserve a just appreciation of 
what American railways have meant to the social, industrial 
and political life of this continent, it has been deemed well 
to present extracts from the experiences of Charles Butler, 
financier and philanthropist, in making a journey from the 
East to Chicago in 1833. 

As a companion picture to this, a brief review of British 
railways by S. M. Philip is reprinted from the Railway Und 
Travel Monthly, The contrast between the conditions con- 
fronting and inspiring the railway builders of the two coun- 
tries eighty years ago cannot be overlooked in any study 
of the railway problems of to-day. In Great Britain, the 
traflSc of a congested civilization awaited transportation ; in 
the United States, transportation was needed to reclaim 
almost unpeopled territories for the uses of civilization. 
There the railway displaced other common carriers; here 
it was the *' pioneer of peoples yet to be.'' 

Following these retrospects of four score years ago, it 
has been deemed timely to reprint the first report of the 
Interstate Commerce Commission, written by Judge 
Thomas M. Cooley, its first chairman. This remarkable ex- 
position of the Act to Eegulate Commerce, even more than 
the Act itself, may be said to have indicated the lines along 
which railway regulation on tliis continent was to proceed. 
For broad comprehension of the vast potentialities in- 
volved, for judicial equipoise and statesmanlike apprecia- 
tion of the necessities and difficulties involved in federal 
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regulation of railways, it stands unsurpassed in the litera- 
ture of railways. It is as authoritative to-day as when writ- 
ten, except where conditions and the law itself have been 
changed. 

Supplementing the views of Judge Cooley, written in the 
twilight days of regulation, the Railway Library for 1911 
presents recent utterances of Chairman Prouty and Com- 
missioner Lane of the Interstate Commerce Commission, 
and Judge Knapp of the Court of Conunerce, for many 
years chairman of the Commission, which bring the discus- 
sion from the official regulators' point of view down to date. 

The report of the Securities Commission appointed by 
President Taft, and headed by President Hadley of Yale, 
naturally finds space in the Library for 1911, as of the high- 
est contemporaneous interest. The report of Professor 
Swain, the engineer in charge of the valuation of the New 
York, New Haven & Hartford Railroad, should be read in 
connection with the Hadley report. 

The question of government ownership of railways is dis- 
cussed in several papers and light is shed on their opera- 
tion under it in France by an article by a distinguished 
French advocate. 

The latest information available for the railways of the 
United States, and also of the world, is given in the conclud- 
ing chapter of The Railway Library. 

The table of contents on the preceding page testifies to 
the wide field from which it has been gleaned. 

S. T. 

Chicago, June 10, 1912. 
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TRATEL FROM DETROIT TO CHICAGO IN 1833 

(Extracts from Francis Hovey Stoddard's Life and Letters of 
Charles Butler, Financier and Philanthropist — Chas. 

Scribner's Sons, 1903.) 

In January, 1833, Mr. Butler, then scarcely thirty years old, and 
living at Geneva, N. Y., while visiting Mr. Arthur Bronson in 
New York City, made a plan for the two friends to explore the 
western country as far as Fort Dearborn, to study its possibilities. 
The synopsis of the story of their trip, as told by Mr. Stoddard, 
then proceeds: Mr. Robert A. Kinzie, whose name has since 
become part of the topography of Chicago, came soon after to New 
York for his yearly purchase of goods for the Indians. Mr. Kinzie 
maintained that a large town would yet be built on the site of the 
little village near Fort Dearborn, which is now the* city of Chicago. 
This seemed rather an extravagant proposition, but one worth con- 
sidering, and in the following June Mr. Butler started, in company 
with Mr. Arthur Bronson, for a journey to the western wilds. 

In 1833, Detroit was really an outpost of civilization, to which 
the little steamer Superior ran on Lake Erie from Buffalo, making 
the distance in a little more than two days. ' It was an old French 
settlement, just emerging into the status of an American town. It 
had a social charm from the old French residents, whose courtesies 
made the visit a delightful one. Hospitality and kindness were 
•shown on every hand. One of his friends even offered to Mr. 
Butler his pet saddle horse for the long journey to Fort Dearborn. 
Three distinct social conditions were in evidence — the cultivated 
French residents, the frontier military force, and the drunken, half- 
civilized, wholly impossible Indian natives. Black Hawk, the 
Indian chief, came with them on the steamer and talked with them 
sadly of the future of his people. Of interest also was the quick- 
coming growth which seemed in sight. Before the march of civil- 
ization the Indians must go, and even the French. The travelers 
noted "several handsome old French houses standing in the centre 
of the town and in the way of improvement." 

Beyond Detroit, to the northward and the westward, stretched 
a wilderness. Northward, as far as Fort Gratiot at the foot of 
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Lake Huron, travel by water could be carried on somewhat uncer- 
tainly. Our travelers made this journey in a dilapidated steam- 
boat, which broke down, and returned in a still more dilapidated 
schooner, making the trip of eighty miles each way in a little less 
than a week. Westward there was no regular means of communica- 
tion and they took saddle horses to Fort Dearborn. The journey 
of three hundred miles from Detroit to Fort Dearborn was consid- 
ered rather an adverturous one for travelers who were neither 
Indian traders nor pioneers accustomed to hardships. The route 
was by the old Indian trail, which crossed the southern portion of 
the territory of Michigan southwesterly from Detroit through the 
village of Ypsilanti to White Pigeon Prairie, thence through South 
Bend and La Porte Prairie to Michigan City, thence sixty miles 
along the shore of the lake to Fort Dearborn. The journey was to 
occupy fully ten days, and elaborate preparations were made. 
Arthur Bronson and Charles Butler rode Indian r.iddle ponies, and 
a young man named Gohlson Kercheval, who had been connected 
with the Indian agency at Fort Dearborn, went with them as guide, 
cook, companion and commissary agent, in charge of a two-pony 
wagon which contained the supplies and provisions. The trail 
wound across the prairies through noble groves of forest trees and 
by the margins of beautiful lakes. 

**If you have never seen a prairie," wrote Mr. Butler, "it is 
utterly impossible for me to convey to you any idea of the peculiar 
and interesting aspect which it presents. The White Pigeon Prairie 
is an expanse of about fifteen thousand acres, skirted or encircled 
with a dense and noble forest of timber, which is to it like the 
frame of a picture. In looking off upon a landscape like this, one 
feels the sentiment of the Psalmist when he exclaims: *The works 
of the Lord are very great, and sought of all them that have pleas- 
ure therein.' 
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In the midst of this prairie the travelers found the little village 
of White Pigeon with a population of nearly two hundred and fifty 
persons, where three years before was only a solitary desert. Here 
they spent Sunday and found a flourishing little Sunday School. In 
traveling to White Pigeon they passed a great many small lakes, 
from one to five miles in length, surrounded by the native and luxu- 
riant forest, which were delightful and cheering to the weary trav- 
elers. The banks were generally sloping to the water, which was 
pure and clear as crystal and abownding with fine fish. In imagina- 



Travel from Detroit to Chicago in 1833. 7 

tion tliey selected many a site for a country seat on the margin of a 
lake. There were fifty lakes in St. Joseph county alone, covering 
from one to sixty acres of land, some of them having no visible 
outlet or inlet. 

The country west of White Pigeon, between it and the head of 
Lake Michigan, was interesting and not much settled. It was a series 
of oak openings, prairies and dense forests. Beardsley's prairie, 
through which they passed, excited more admiration than any which 
they had yet seen; it formed a complete circle enclosed with a 
forest of oaks. '*The surface of this prairie," wrote Mr. Butler, 
**is undulating and, therefore, to our eyes, more beautiful. If it 
were owned by a private gentleman, and he had exercised his taste 
in laying out the grounds and roads in view of combining the great- 
est attractions, he could not have made a more beautiful park than 
this." On the banks of the St. Joseph's river about twenty-five 
miles from its mouth, was the little village of Niles, then contain- 
ing forty or fifty log houses. At this point the river was navigable 
for boats of considerable size, and it was throughout, they thought, 
one of the finest streams of water they had ever seen. Its shores 
were generally low, but not marshy, and the country through which 
it flowed enjoyed the reputation of being the best in the territory. 
On the opposite side of the river was then a reservation belonging 
to the Potawatamies. They passed through Indian villages built 
altogether of bark. 

^r ^F ^F 

The most interesting tract, however, which the travelers saw 
was La Porte Prairie in Indiana. 

"It was many miles in length and breadth," wrote Mr. Butler, 
"surrounded by dense woods. It gained, its name because at one 
point the bordering forests converged from each side toward the 
centre, leaving an opening just wide enough for a passage, which, 
viewed from the east or west at a distance, appeared like a doorway 
cut through for the road. As one passed through this *door' either 
way, the country expanded into a most magnificent prairie. Two 
miles east of the opening was the little village, fitly named La 
Porte." Three months before the travelers passed there was not 
a single house on the ground, where there were now more than 
twenty-five log buildings, including two stores. 

They arrived at Michigan City late in the evening. There were 
but two buildings on this site, in one of which the "City Hotel," 
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kept by General Orr, our travelers lodged. It was a small log 
house, with a single room, which answered the purpose of sitting 
room, eating room and sleeping room. In this twelve persons 
lodged, in beds and on the floor, including, of course, the hbst and 
his wife. There they met Major Elston, of Crawfordsville, who 
became the purchaser of the section of land on which Michigan 
City was laid out. He had just then completed a survey and map of 
the town, which he exhibited to them, and offered to sell lots. It 
was a great novelty, this map of Michigan City, and in the morn- 
ing, when daylight came, the novelty was still more striking, for a 
more desolate, tract of sand and barren land could scarcely be imag- 
ined. There was hardly a tree or a shrub to distinguish it, much 
less any house. Major Elston had become interested in it because 
it was the only place on Lake Michigan within the limits of the 
State of Indiana, where it might be possible at some future time 
to establish a commercial port in connection with the navigation of 
the lake. This distant vision of possibilities attracted his attention 
at this early day, and the survey and the map were the first steps 
towards its realization. 

From this point to Chicago, about sixty miles, the trail followed 
the shore of the lake nearly the whole distance. There was but one 
stopping place on the way, and that was the house of a French- 
man named Bayeux, who had married an Indian woman. Here 
and there were Indian villages. At Calumet River, which was 
crossed on a float, there was an encampment of Potawatamie In- 
dians, whose hammocks swung from the trees on the westerly side 
of the river. Aside from these natives, not one resident was to be 
found in the whole distance. 

"I approached Chicago," wrote Mr. Butler, **in the afternoon of 
a beautiful day, the second of August, the sun setting in a cloudless 
sky. On my left lay the prairies, bounded only by the distant 
horizon like a vast expanse of ocean ; on my right, in summer's still- 
ness, lay Lake Michigan. I have never seen anything more beauti- 
ful or capitivating in nature. There was an entire absence of ani- 
mal life, nothing visible in the way of human habitation, nothing 
to indicate the presence of man ; and yet it was a scene full of life, 
for there, spread out before me in every direction, as far as the eye 
could reach, were the germs of life in earth, air and water. In 
these closing hours of day — so calm, so clear, so bright — I came to 
the realization of the objective point of my journey." 
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CHICAGO IN 1833. 

But what was the Chicago to which, in this year 1833, the trav- 
elers had come with so much labor? A small settlement of a few 
hundred people, all told, most of whom had come within the last 
year or two. The houses, about twenty in number, were of the 
cheapest and most primitive character. A string of them, which 
formed the village, had been erected without much regard to lines 
on the south side of the Chicago River. Just above the junction on 
the west side of the south branch our travelers found lodgings in a 
tavern (afterwards known as the "Green Tree") which had been 
improvised for the entertainment of immigrants by James Kinzie. 
The building was not lathed and plastered; the partitions were made 
by blankets only, and free communication existed between all the 
rooms. Its eastern windows looked over the little village, past Fort 
Dearborn to Lake Michigan. To the west stretched three hundred 
miles of unbroken prairie. On the north, beyond the Chicago River, 
there was then but one building, known as the "Block House," 
though there had been a house near it occupied by Mr. Kinzie, the 
Indian agent, until its destruction by fire. The government, under 
the charge of Major Bender, had just entered upon some improve- 
ments at the mouth of the river for military purposes. 

This was all the "Chicago" our travelers found ; yet Charles But- 
ler wrote : 

"Chicago is a beautiful place. The north and the south branches 
of the Chicago River unite in the centre of the town and form a 
beautiful river flowing into the great and noble lake, as shown in the 
rough sketch which I enclose. 

"The house at which I stay is on the point, and I look down 
upon the river which winds through the village to the lake. Vessels 
of the largest size can come up to the point in front of the tavern. 
The banks of the river are low, but dry. We cross from the tavern 
to the village in a dug-out canoe. The lake is one of the largest — 
larger than Erie or Ontario — and the water very clear. The lake, 
on the one hand, and the boundless prairie, on the other, seem to 
leave Chicago in the centre of a great ocean. If I were a young man 
(Mr. Butler was then thirty-one,) and unmarried, I should settle 
at Chicago. It presents one of the finest fields in America for 
industry and enterprise, • and though at present a journey to this 
point is attended with great privation, fatigue, exposure, and diffi- 
culty, in a few years we shall think no more of going to Chicago 
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than we now think of going to Buffalo. There will be a line of 
steamboats, stages and railroads the entire distance from Albany to 
the Fort at St. Louis on the Mississippi, Chicago being an important 
and commanding point on this great thoroughfare." 

Charles Butler had come just at the birth of the community. On 
Saturday, the tenth of August, a week after his arrival, Chicago 
became a town by vote of citizens and choice of officers. It is 
recorded that twenty-seven votes were given for, and one against, 
a town organization, almost all the voting citizens being present 

♦ ♦ ♦ 

To the mind of Charles Butler the future of Chicago as a com- 
mercial centre was clear. In the little village of twenty houses and 
the swamp lands bordering the river, he saw the "germ of a city 
destined, from its peculiar position near the head of the lake, and 
its remarkable harbor formed by the river, to become the largest 
inland commercial emporium in the United States.*' His views were 
regarded at the time as visionary and absurd. **Your character is 
naturally sanguine,*' wrote his trusted friend and partner, Mr. 
Bowen Whiting, "and I fancy now that the ^Michigan fever' has 
fairly inflamed your brain; and were it not that Mr. Bronson par- 
takes of your opinions, I should think you had written to me under 
the influence of a most flattering dream. I am a good deal in the 
condition of Rip Van Winkle after reading your letter, and am 
compelled to acknowledge that the world has gone a good way 
past me." 

VICTORY OVER REPUDIATION IN MICHIGAN IN 1843. 

How Mr. Butler came to make his second important excursion 
into the wild west is told further along, and is an important part of 
the railway history of the United States : 

It will be a shock to some New Yorkers to be told that in 1843 
the proper way to go from New York and Albany and the West, in 
the winter, was by way of Boston. One could go up the North 
River in summer, but the Hudson River Railroad had not yet been 
carried through. One could, indeed, go by boat to Bridgeport on 
Lond Island Sound — fifty-five miles in six hours; thence by the 
new Housatonic Railroad to West Stockbridge — ninety miles — in 
seven hours ; thence to Albany. Charles Butler first tried this route, 
but breakdowns and detentions stranded him at Bridgeport. So he 
spent the Sunday quietly there and then came back to New York 
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and started again, taking the boat meekly for Boston, about twenty- 
four hours' journey, and thence going to Albany by rail. Beyond 
Albany it was rail to Rochester; then to Niagara by stage; then 
across the river on the ice, and so on by stage and cart through 
Canada to Detroit. Writing to little Ogden, he told the story in 
light-hearted fashion : 

"On the way to Detroit I rode nearly two hundred miles in an 
open wagon night and day; and the last night we were out our 
wagon broke down about two o'clock in the morning and we had to 
walk a long way through a dreary country to a miserable log-house 
tavern of one room. There we had to wait till daylight and then 
take a dirt cart into Detroit. The driver put on two horses tandem 
before the cart and took me and another passenger with our lug- 
gage, which just filled it up, and we started on. The road was very 
rough and had during the night frozen hard, and the horses were 
very restless, not liking to draw such a strange kind of vehicle, so 
we 'rode in random,* as the driver said, fast as the horses could 
go, and the cart jumped about like a parched pea; and I expected 
every moment to be tipped out; and I thought I should die from 
the shaking and the laughing; and my fellow traveler, a Mr. 
Doughty, was almost killed by it ; and the people stared and laughed 
when they saw us driving along in such style and at such a rate. 
But we got through safely and for that I am thankful, though I 
cannot help but feel homesick." 

These were perils for a man not in robust health ; but they were 
soon forgotten in the interest of the business for which he had 
come. He had a creative work in finance, as well as a persuasive 
work in morals, to accomplish. He came to Michigan prepared to 
urge the consideration of a problem which he was willing to believe 
was one that, as Mr. Schoolcraft said to him, "they had rather 
failed to solve than wished to evade." The State had legally issued 
these five millions of bonds, for which it had received less than 
three millions of dollars, and to represent which it had now unfin- 
ished railway lines producing no income. The entire valuation of 
the State of Michigan in 1843 was $27,696,940, so that this debt, 
if paid in full, would require nearly one-fifth of the whole wealth 
of the State. The yearly taxation for State, county and township 
purposes was $427,310, to which the interest on these bonds, if 
paid in full, would add $300,000, making in all an intolerable 
burden. 
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At this time the new State of Michigan was in a wild condition, 
most of it covered with dense forests, requiring excessive labor to 
subdue it for productive use. The early settlers here, as in other 
new regions, came into it without capital, depending upon health 
and strength to make homes for themselves. From their scanty 
means they had to make all local improvements, and they had very 
little money to spare for the general purposes of the commonwealth. 
They had never expected to assume the State burden, for the rail- 
roads, it had been supposed, would pay at once the interest, and, in 
time, the principal of the bonds. "Now they were confronted," to 
quote again the words of Mr. Schoolcraft, "rather wrth the labor 
of Ixion than Sisyphus. It is the labor of a fixed and not of a 
changing position." It is not strange that the easy remedy of Repu- 
diation seemed to them, as it had seemed to the people of Missis- 
sippi, the only way of escape. 

♦ ♦ ♦ 

The fight was won. To the struggling people of Michigan the 
taxation in prospect seemed an overwhelming burden. But, under 
the provisions of this law, the State regained financial stability. 
The issues of bonds, funded wisely by Charles Butler's bill on the 
basis of the values actually received, were honorably cared for. 
The Central Railroad was sold to a company for two millions of 
dollars, the Southern to another company for half a million, and 
the finances of the State have never since been in question. Of 
far greater value, however, to the Commonwealth and to the coun- 
try was the victory gained for public honor and honesty. 
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BRITISH RAILWAYS EIGHTY YEARS AGO 

By S. M. Phillp. 
(In the Railway and Travel Monthly.) 

There is abundant evidence that at this period (July, 1831) the 
one great difficulty experienced by those railways which had actually 
commenced operations was in obtaining an adequate supply of loco- 
motive power. The fact is that the volume of traffic with which the 
railways found themselves called upon to deal, exceeded their most 
sanguine expectations, and there were no engineering firms in the 
country who were at this time capable of turning out engines fast 
enough to meet the rapidly increasing requirements of the railways. 
Robert Stephenson and Co., of Newcastle-on-Tyne, appears to have 
been the only firm which made a strenuous attempt to rise to the 
occasion, and even their capacity was taxed to the utmost to fulfill 
the demands made upon them. Thus, in July, 1831, we find the pro- 
prietors of the recently opened Bolton and Kenyon Railway appeal- 
ing to the directors of the Liverpool and Manchester Railway to 
allow them to purchase the next locomotives to be turned out by 
Robert Stephenson & Co., instead of its going to the Liverpool and 
Manchester Railway, and with this request the Liverpool and Man- 
chester directors complied, doubtless recognizing that the Bolton 
Railway would prove a valuable feeder to their own railway and 
should be encouraged in its development. Again, we find it reported, 
a few days later, that a new engine from Newcastle was completed 
and on its way, and it was even christened in anticipation the Victory, 
but it subsequently turned out that this engine had been shipped 
to America, which seems rather hard, seeing how badly engines 
were needed in this country. 

At this early stage of engine building great difficulty seems to 
have been experienced in preventing the cotton in transit from tak- 
ing fire owing to sparks from the engine chimneys. Thus, we find 
the Committee of Management interviewing enginemen, firemen and 
plate-layers, and investigating cases of fire, but the only remedy 
they were able to devise was more careful sheeting of the cotton 
and the appointment of special inspectors to see that this was done, 
especially before the wagons passed through tunnels where the dan- 
ger was greatest. It was also ordained that no lights were to be 
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carried about in the warehouses unless they were enclosed in glass 
lanterns, which would be somewhat similar to the porter's hand 
lamps of today. The goods sheds of that period must have been 
gloomy places to work in at night, compared with the warehouses 
of the present age brilliantly lighted with powerful arc lamps. 

On July 25th, 1831, the Warrington and Newton Railway com- 
menced carrying passengers in connection with the Liverpool and 
Manchester Railway. It was arranged that the Warrington pas- 
sengers should be conveyed in the Liverpool and Manchester Rail- 
way's coaches to and from Liverpool and Manchester respectively, 
paying the same fares as other passengers. As to parcels, it was 
agreed that the Liverpool and Manchester Railway should pocket all 
the money received for carriage on these at Liverpool and Man- 
chester and that the Warrington company should, in like manner, ap- 
propriate the money received at Warrington. This primitive method 
of dividing the receipts was, perhaps, the only one available prior 
to the institution of the Railway Clearing House, 1842. 

It was stipulated that not more than twelve first class and twenty- 
four second class passengers must be booked to and from Warring- 
ton by each of the Liverpool and Manchester trains, so that the 
still limited accommodation was jealously guarded. 

A somewhat amusing arrangement was that, at this time, the 
members of the Committee of Management assembled at the offices 
in John Street, Liverpool, every other Thursday, being the engineers' 
pay days, to watch and check the expenditure in that department — 
clearly these energetic directors were strong believers in the maxim, 
"If you want a thing done well, do it yourself," and they were not 
disposed to leave much to their officers. 

In July one of the omnibuses employed to convey passengers 
from the booking office in Dale Street, Liverpool, to the railway 
station at Crown Street, was accidentally upset, and the railway had 
to pay compensation to the passengers who were injured. 

A man was fined £5 for designedly placing a large stone on the 
railway at Whiston, with intent to cause an accident, and he cer- 
tainly appears to have been let off very lightly ! A curious feature 
of this case was that a man employed on the railway at Rainhill 
was reported to have attacked and ill-treated one of the railway po- 
liceman because the latter refused to conceal the fact of the stone 
being placed on the line. The offender, however, was merely dis- 
charged. 
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With regard to the stage coach duty on the omnibus used in 
Liverpool to convey passengers to the railway (see page 527, Vol. 
II.), the contractor disclaimed liability, but was willing to pay a 
lump sum of £200 for the term of his contract. The directors were 
willing to accept this offer, but, in the meantime, the solicitor ad- 
vised them that, on going further into the matter, he found there 
was no doubt that the railway was responsible for the duty. 

The engine drivers employed on the Liverpool and Manchester 
Railway, were, at this time, paid not a weekly wage, but Is. 6d. per 
trip, and with this rate they were not too well satisfied. It was ac- 
cordingly decided that they should receive 2s. for each trip exceed- 
ing four per day. Thus, if a man worked five trips on the same day, 
he would receive 8s., not bad pay for those days, when probably 
money was worth more than it is now, but, no doubt, competent 
locomotive engine drivers were as yet scarce, and could command 
good pay. 

It was decided that a book should be kept in which should be 
recorded all accidents involving personal injury to passengers or 
servants, with particulars of the circumstances to be ascertained by 
investigation. Precisely the same practice is adopted today on all 
railways. 

About this time the engineer was asked to report as to the desira- 
bility of stationing a fixed engine at the top of the Whiston inclined 
plane, presumably to assist the trains in surmounting the gradient. 

It will be borne in mind that it had been arranged for a carrying 
firm, called the "New Quay Company," to become carriers on the 
railway, finding their own rolling stock and performing all services 
on payment of 2d. per ton per mile on merchandise for "right of 
way" (see page 527, Vol. II.). The New Quay Company did not 
see their way to pay the toll demanded and so the negotiations fell 
through. 

One of the directors called attention to the danger of fire in 
the Manchester warehouses owing to the use of candles, and the 
matter was referred to a Sub-Committee. 

With regard to the proposed trial of Bury's engine (see page 
527, Vol. II.), Mr. Bury protested (but unsuccessfully) against the 
decision of the directors not to allow Robert Stephenson & Co.'s 
engines to be loaded differently to the everyday practice for the 
purpose of comparison with his engine. 
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The Carriers' Act was not made applicable to railways until 1845, 
but apparently its principle was already taken for granted, for in 
June, 1831, a passenger made a claim on the Liverpool and Man- 
chester Railway for £136 in money, contained in a missing article 
of luggage. The directors disclaimed liability, but agreed to give 
the unfortunate loser a donation of £50 as an "act of grace." 

It was found that several of the workmen who were employed 
on Chat Moss were obliged to live some miles from their work, and 
it was decided to erect a few cottages for their accommodation. This 
seems to have been the first idea of a railway company building 
houses for their men, but, as is well known, railway companies are 
now some of the largest owners of house property in the country. 

Turning now to the London and Birmingham Railway, we find 
that the Birmingham directors had still no direct communication 
from their London colleagues, but Mr. Creed, the Secretary of the 
London Board, had been in Birmingham, and had an interview with 
the Birmingham directors. My readers will remember (see page 
440, Vol. IL), that, having regard to the valuable report Mr. Creed 
had made as to the deviations from the line of railway as originally 
surveyed at the Southern end, he had been authorized, with the 
concurrence of the Birmingham Board, to extend his examinations to 
the remainder of the undertaking, and he now reported that he had 
done so, and submitted his recommendations. His report is too 
lengthy a document for quotation, but it is a remarkable fact that 
although the firm of Robert Stephenson and Co. were the appointed 
engineers to the company, the railway should have employed its sec- 
retary, a layman, assisted only by a surveyor, to sit in judgment on 
the deposited plans, and suggest alterations and improvements de- 
signed to overcome opposition, and lessen the cost of the undertak- 
ing. Still more remarkable it is to note that the line of route sug- 
gested by him is, in the main, that taken by the London and Bir- 
mingham Railway as we know it today, and it certainly goes to 
show that Mr. Creed, although his name has not been handed down 
to fame amongst the early pioneers of railway enterprise, must have 
been an extremely able, clever ^md far-seeing man, whose labors 
are deserving of remembrance. 

The directors were so much impressed by the results of Mr. 
Creed's inquiry, that they unhesitatingly instructed the engineers 
to prepare fresh levels and parliamentary estimates on the lines he 
had suggested. They were, at the same time, requested to report 
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as to the comparative advantages of an approach to Birmingham on 
the north side, as compared with one on the south side of the city, 
and as to the most eligible point of junction on the north side be- 
tween the London and Birmingham Railway, and the projected Bir- 
mingham and Liverpool Railway.* 

The directors of the St Helens Railway, accompanied by their 
engineer, paid a visit of inspection to the works of the railway and 
dock, now well in hand, and ordered the construction of a "swivel" 
bridge over the canal at Pocket Nook, St. Helens, and two similar 
bridges over the Sankey Canal, near Widnes Wharf. This seems 
to be the first mention of a swivel or turning bridge in connection 
with railways. 

*The Birmingham and Liverpool was opened In 1887. 
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FIRST REPORT OF THE INTERSTATE 
COMMERCE COMMISSION 

By Judge Thomas M. Cooley. 

Hon, Lucius Q, C. Lamar, Secretary of the Interior-' 

Sir: The undersigned, Commissioners appointed under "An 
act to regulate commerce," approved February 4, 1887, in discharge 
of the duty imposed by the twenty-first section of said act, which 
directs the Commission on or before the first day of December in 
each year to make a report to the Secretary of the Interior, to be 
by him transmitted to Congress, the report to "contain such infor- 
mation and data collected by the Commission as may be considered 
of value in the determination of questions connected with the regu- 
lation of commerce, together with such recommendations as to addi- 
tional legislation relating thereto as the Commission may deem nec- 
essary," beg leave respectfully to report : 

It is provided in the act referred to that its provisions shall 
apply to — 

Any common carrier or carriers engaged in the transportation 
of passengers or property wholly by railroad, or partly by railroad 
and partly by water, when both are used, under a common control, 
management, or arrangement, for a continuous carriage or ship- 
ment from one State or territory of the United States or the Dis- 
trict of Columbia to any other State or territory of the United 
States or the District of Columbia, or from any place in the United 
States to an adjacent foreign country, or from any place in the 
United States through a foreign country to any other place in the 
United States, and also to the transportation in like manner of prop- 
erty shipped from any place in the United States to a foreign 
country, and carried from such place to a port of trans-shipment, 
or shipped from a foreign country to any place in the United States 
and carried to such place from a port of entry either in the United 
States or an adjacent foreign country : Provided, however. That the 
provisions of this act shall not apply to the transportation of pas- 
sengers or property, or to the receiving, delivering, storage or 
handling of property wholly within one State, and not shipped to 
or from a foreign country from or to any State or Territory as 
aforesaid. 
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It is further provided that — 

The term "railroad'* as used in this act shall include all bridges 
and ferries used or operated in connection with any railroad, and 
also all the road in use by any corporation operating a railroad, 
whether owned or operated under a contract, agreement, or lease; 
and the term "transportation'' shall include all instrumentalities of 
shipment or carriage. 

The railroad mileage of the United States, computed to the close 
of the fiscal year 1886, of the companies respectively, w^is 133,G06. 
The number of corporations represented in this mileage was 1,425, 
but by the consolidation or leasing of roads the number of corpora- 
tions controlling and operating roads as carriers was reduced to 
700. It is estimated that 4,380 miles of road have been constructed 
since the foregoing statistics were obtained, making a total mileage 
at this time of 137,986. It is impossible to say with entire accuracy 
what is the number of railroad companies subject to the provisions 
of the act, but it is believed that not 4ess than 1,200, operated by 
about 500 corporations as carriers, engage either regularly or at 
times in interstate commerce, so as to make the act applicable. The 
Commission has as yet no statistics of its own collection to lay 
before the public, but in a manual generally accepted as reliable, 
the cost of construction and equipment of the 133,606 miles of road 
is estimated at $7,254,995,223, and the funded debt of the compa- 
nies at $3,882,966,330. Interest, according to the same authority, 
was paid by these companies for the last fiscal year to the amount 
of $187,356,540, and the aggregate payment to stockholders in 
dividends was $80,094,138. 

Some idea of the magnitude of the interest which the act under- 
takes to regulate may be obtained from these figures, but they fall 
far short of measuring, or even indicating, its importance. The 
regulation of no other business would concern so many or such 
diversified interests, or would affect in so many ways the results 
of enterprise, the prosperity of commercial and manufacturing ven- 
tures, the intellectual and social intercourse of the people, or the 
general comfort and convenience of the citizen in his everyday life. 
The railroads provide for the people facilities and conveniences of 
a business and social nature which have become altogether indis- 
pensable, and the importance of so regulating these that the best 
results may be had, not by the general public alone, but by the 

owners of railroad property also, is quite beyond computation. 
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AUTHORITY FOR REGULATION. 

The act to regulate commerce was passed under the authority 
conferred upon Congress by the Federal Constitution "to regulate 
commerce with foreign nations, among the several States, and with 
the Indian tribes," and in recognition of a duty which, though long 
delayed, had at length, in the opinion of Congress, become impera- 
tive. The reasons for the delay are well understood. When the 
grant of this power of regulation was made by the Constitution, 
the commerce between the States which might be controlled under 
it was quite insignificant, both in volume and value. It was for the 
most part carried on by means of coastwise vessels and by water 
craft of various kinds which were sailed, or otherwise propelled, 
on the lakes, rivers and smaller streams of the interior. On the 
land there was very little that could be said to rise to the dignity 
of interstate commerce, and the regulation of that little, as also of 
that which was exclusively State traffic, was for the most part left 
to the rules of the common law. The exceptional regulation, if 
any seemed to be called for, were made by the State laws. In a 
few cases, where persons had associated themselves together as 
' regular carriers of persons on definite routes, exclusive rights were 
granted to them by the States as such carriers, the motive to such 
grants being a belief on the part of the State authorities that with- 
out the exclusive privilege the regular transportation would not be 
adequately and reliably provided for. 

For the regulation of commerce on the ocean and other navi- 
gable waters, Congress very promptly passed the necessary laws; 
but its jurisdiction within the limits of the States was not very 
clearly understood, and it was not until the great case of Gibbons 
V. Ogden, decided in 1824, that it was authoritatively and finally 
determined that the waters of a State, when they constituted a high- 
way for foreign and interstate commerce, are, so far as concerns 
such commerce, as much within the reach of Federal legislation as 
are the high seas; and consequently that exclusive rights for their 
navigation cannot be granted by States whose limits embrace them. 

But while providing from time to time for the regulation of 
commerce by water. Congress still abstained from undertaking the 
regulation of commerce by land. The reasons for this continued 
to be the same as at the first. The land commerce was insignifi- 
cant in amount, and the rules of the common law were in general 
found adequate to the settlement of the questions arising out of it. 
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The commerce of trappers and hunters, of traders with the Indians, 
or that of the early settlers in the wilderness needed only the most 
primitive modes of conveyance; the emigrant wagon in one direc- 
tion, and the pack horse and canoe in the other, performed in 
respect to it the functions now performed by the railroad train and 
the steamboat. The use of such primitive instrumentalities required 
little regulation by either State or national law. When Congress 
provided for the Cumberland road as a great national highway, 
it was thought quite undesirable to regulate its use by national law 
or to take national supervision of the commerce upon it; and, with 

the commerce on the ordinary highways, it was left to the super- 
vision and care of the States respectively through or into which 
the road should be built. 

With the application of steam as a motive power for propelling 
vessels, the conditions were immediately, to a considerable extent, 
changed. An impetus was given to the internal commerce of the 
country which promised immense results, and which made imme- 
diate and imperative demand for other and very different highways 
to those which accommodated the pack horses and heavy wagons 
of the early traders and settlers. But even then the circumstances 
were favorable to a prolongation of State control. The first im- 
proved highways were turnpikes; the next in grade were canals; 
but the highways by water, as well as the highways by land, were 
provided for by the States. The General Government made some 
appropriations for canals where they were needed as improvements 
in existing navigation, but the great artificial channels of water 
transportation were State creations. Such was the case with the 
Erie Canal, which, during the period when emigration to the wilder- 
ness was greatest, and when improvement in the new territories 
was most rapid, constituted the most important of all the highways 
connecting the interior with the seaboard. Such also were the 
canals which were constructed to connect the Delaware with the 
Hudson, the Chesapeake with the Ohio, the waters of Lake Erie 
with the Ohio at Portsmouth, at Cincinnati, and at Evansvillc, the 
waters of Lake Michigan with the Mississippi, and many others 
now almost forgotten, but which were of great temporary impor- 
tance and value. 

As the States constructed these great interstate highways, it was 
not unnatural that they should be left in charge of the regulation 
of trade upon them, especially as no complaint was made that their 
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•regulations were unjust, or that they discriminated unfairly as 
against the citizens or the business of other States. When, in 1830, 
steam power began to be applied to the propulsion of vehicles upon 
land, the same reasons as regards control continued to prevail. 
The roads constructed for such vehicles were authorized by and 
built under the authority of the States; the corporate charters 
under which they were operated, and which prescribed the rights, 
privileges, and powers of the associated owners were State laws; 
the States determined for them the measure of their taxation, and 
limited, if it seemed politic, their charges and their profits. The 
States thus touched them so nearly in all their interests and all 
their functions that Federal intervention seemed not only unneces- 
sary, but intrusive, unless State power should be abused; and the 
abuse not often appearing, intervention was scarcely thought of by 
anyone. 

For a long time, therefore, the power of the Federal Govern- 
ment in the regulation of commerce between the States was put 
forth by way of negation, rather than affirmatively; that is to say, 
it was put forth in restraint of excessive State power when it- 
appeared, instead of by way of affirmative national regulation. The 
national restraint, when there was any, was commonly effected by 
invoking the action of the judicial department of the Government, 
and by its assistance arresting such State action as appeared to 
constitute an unauthorized interference with interstate traffic and 
intercourse. This special intervention, whether in the exercise of 
an original jurisdiction, as in the Wheeling Bridge case, reported 
in 13 Howard, 518, or under an appellate authority, as in Ward v. 
Maryland (12 Wallace, 418), and Welton v. Missouri (91 United 
States Reports, 275), has been important and useful in a consid- 
erable number of cases, but in the nature of things it could not 
accomplish the purposes of general regulation. On the other hand, 
the effect was to leave the corporations, into whose hands the inter- 
nal commerce of the country had principally fallen, to make the 
law for themselves in many important particulars — the State power 
being inadequate to complete regulation, and the national power 
not being put forth for the purpose. 

WHEN FEDERAL REGULATION BECAME NECESSARY. 

The common law still remained operative, but there were 
many reasons why it was inadequate for the purposes of complete 
regulation. One very obvious reason was tliat the new method of 
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land transportation was wholly unknown to the common law, and 
was so different from those under which common law rules had 
grown up that doubts and differences of opinion as to the. extent 
to which those rules could be made applicable were inevitable. 
A highway, of which the ownership is in private citizens or corpora- 
tions who permit no other vehicles but their own to run upon it, 
bears obviously but faint resemblance to the common highway, upon 
which every man may walk or ride or drive his wagon or his 

carriage. If we undertake to apply to the one the rules which have 
grown up in regulation of the others, there must necessarily be a 
considerable period in which the state of the law will, in many 
important particulars, be uncertain, and while that continues to be 
the case, those who have the power to act and who must neces- 
sarily act by rule and according to some established system, will, 
for all practical purposes, make the law, because the rule and the 
system will be of their establishment. 

Such, to a considerable extent, has been the fact regarding the 
business of transporting persons and property by rail. 

Those who have controlled the railroads have not only made 
rules for the government of their own corporate affairs, but very 
largely also they have determined at pleasure what should be the 
terms of their contract relations with others, and others have acqui- 
esced, though oftentimes unwillingly, because they could not with 
confidence affirm that the law would not compel it, and a test of the 
question would be difficult and expensive. The carriers of the 
country were thus enabled to determine in great measure what rules 
should govern the transportation of persons and property; rules 
which intimately concerned the commercial, industrial and social 
life of the people. 

The circumstances of railroad development tended to make this 
indirect and abnormal law-making exceedingly unequal and often- 
times oppressive. When railroads began to be built, the demand 
for participation in their benefits went up from every city and 
hamlet in the land, and the public was impatient of any obstacles 
to their free constniction, and of any doubts that might be sug- 
gested as to the substantial benefit to flow from any possible line 
that might be built. Under an imperative popular demand, general 
laws were enacted in many States which enabled projectors of roads 
to organize at pleasure and select their own lines, and where there 
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were no such laws, the grant of a special charter was almost a mat- 
ter of course, and the securities against abuse of corporate powers 
were little more than nominal. For a long time the promoter of a 

railway was looked upon as a public benefactor, and laws were 

passed under which municipal bodies were allowed to give public 
money or loan public credit in aid of his schemes on an assumption 
that almost any road would prove reasonably remunerative, but 
that in any event the indirect advantages which the public would 
reap must more than compensate for the expenditures. 

In time it came to be perceived that these sanguine expectations 
were delusive. A very large proportion of all the public money 
invested in railroads was wholly sunk and lost. Many roads were 
undertaken by parties who were without capital, and who relied 
upon obtaining it by a sale of bonds to a credulous public. The 
corporation thus without capital was bankrupt from its inception, 
and the corporators were very likely to be mere adventurers who 
would employ their chartered powers in such manner as would 
most conduce to their personal ends. 

It is striking proof of the recklessness of corporate management 
that 108 roads, representing a mileage of 11,06G, are now (1887) 
in the hands of receivers, managing them under the direction of 
courts, whose attention is thus necessarily withdrawn from the 
ordinary and more appropriate duties of judicial bodies. So serious 
has been the evil of bringing worthless schemes into existence and 
making them the basis for an appropriation of public moneys, or 
for the issue of worthless evidences of debt, that a number of the 
States have so amended their constitutions as to take from the Leg- 
islature the power either to lend the credit of the State in aid of 
corporations proposing to construct railroads, or to authorize mu- 
nicipal bodies to render aid, either in money or credit. State legis- 
lation has at the same time been in the direction of making com- 
pulsory the actual payment of a bona fine capital before a corpora- 
tion shall be at liberty to test the credulity of the public by an issue 
of negotiable securities. 

When roads were built for which the business was inadequate, 
the managers were likely to seek support by entering upon compe- 
tition for business which more legitimately belonged to the other 
roads, and which could only be obtained by offering rates so low 
that if long continued they must prove destructive. A competitive 
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warfare was thus opened up in which each party endeavored to 
underbid the other, with little regard to prudential considerations, 
and freights were in a great many cases carried at a loss, in the hope 
that in time the power of the rival to continue the strife would be 
crippled and the field practically left to a victor, who could then 
make its own terms with customers. When the competition was 
less extreme than this, there was still a great deal of earnest strife 
for business, some of which was open and with equal offerings of 
rates and accommodations to all, but very much of which was car- 
ried on secretly, and then the very large dealers practically made 

their own terms, being not only accommodated with side tracks and 

other special conveniences, but also given what were sometimes 
spoken of as wholesale rates, or perhaps secret rebates, which 
reduced the cost to them of transportation very greatly below what 
smaller dealers in the same line of business were compelled to pay. 
Such allowances were sufficient of themselves, in very many cases, 
to render successful competition, as against those who had them, 
practically impossible. 

The system of making special arrangements with shippers was 
in many parts of the country not confined to large manufacturers 
and dealers, but was extended from person to person ■ under the 
pressure pi alleged business necessity, or because of personal im- 
portunity or favoritism, and even in some cases from a desire to 
relieve individuals from the consequences of previous unfair con- 
cessions to rivals in business. The result was that shipments of 
importance were commonly made under special bargains entered into 
for the occasion, or to stand until revoked, of which the shipper 
and the representative of the road were the only parties having 
knowledge. These arrangements took the form of special rates, 
rebates, and drawbacks, underbilling, reduced classification, or 
whatever might be best adapted to keep the transaction from the 
public; but the public very well understood that private arrange- 
ments were to be had if the proper motives were presented. The 
memorandum book carried in the pocket of the general freight 
agent often contained the only record of the rates made to the 
different patrons of the road, and it was in his power to place a 
man or a community under an immense obligation by conceding a 
special rate on one day, and to nullify the effect of it on the next 
by doing even better by a competitor. 
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The system, if it can be called such, involved a great measure 
of secrecy, and its necessary conditions were such as to prevent 
effective efforts to break it down, though the willingness to make 
the effort was not wanting among intelligent shippers. 14; was of 
the last importance to the shipper that he be on good terms with 
those who made the rates he must pay ; to contend against them was 
sometimes regarded as a species of presumption which was best 
dealt with by increasing existing burdens, and the shipper was cau- 
tious about incurring the risk. Nevertheless it was a common 
observation, even among those who might hope for special favors, 
that a system of rates, open to all and fair as between localities, 
would be far preferable to a system of special contracts into which 
so large a personal element entered or was commonly supposed to 
enter. Permanence of rates was also seen to be of very high 
importance to every man engaged in business enterprises, since 
without it business contracts were lottery ventures. It was also 
perceived that the absolute sum of money charges exacted for trans- 
portation, if not clearly within the bounds of reason, was of infe- 
rior importance in comparison with the obtaining of rates that 
should be open, equal, relatively just as between places, and as 
steady as in the nature of things was practicable. 

Special favors or rebates to large dealers were not always given 
because of any profit which was anticipated from the business 
obtained, by allowing them; there were other reasons to influence 
their allowance. It was early perceived that shares in railroad cor- 
porations were an enticing subject for speculation, and that the 
ease with which the hopes and expectations of buyers and holders 
could be operated upon pointed out a possible road to speedy wealth 
for those who should have the management of the roads. For spec- 
ulative purposes, an increase in the volume of business might be 
as useful as an increase in net returns, for it might easily be made 
to look, to those who knew nothing of its cause, like the beginning 
of great and increasing prosperity to the road. But a temporary 
increase was sometimes worked up for still other reasons; such as 
to render plausible some demand for an extension of line, or for 
some other great expenditure, or to assist in making terms in a 
consolidation, or to strengthen the demand for a larger share in a 
pool. 

Whatever was the motive, the allowance of the special rate 
or rebate was essentially unjust and corrupting; it wronged the 
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smaller dealer, oftentimes to an extent that was ruinous, and it 
was very generally accompanied by an allowance of free personal 
transportation to the larger dealer, which had the effect to empha- 
size its evils. There was not the least doubt that had the c^se been 
properly brought to a judicial test, these transactions would in 
many cases have been held to be illegal at the common law ; but the 
proof was in general difficult, the remedy doubtful or obscure, and 
the very resort to a remedy against the party which fixed the rates 
of transportation at pleasure, as has already been explained, might 
prove more injurious than the rebate itself. Parties affected by it, 
therefore, instead of seeking redress in the courts, were more 
likely to direct their efforts to the securing of similar favors in their 
own behalf. They acquiesced in the supposition that there must, 
or would, be a privileged class in respect to rates, and they endeav- 
ored to secure for themselves a place in it. 

Personal discrimination in rates was sometimes made under the 
plausible pretense of encouraging manufacturers or other indus- 
tries. It was perhaps made a bargain in the establishment of some 
new business or in its removal from one place to another that its 
proprietors should have rates more favorable than were given to the 
public at large; and this, though really a public wrong, because 
tending to destroy existing industries in proportion as it unfairly 
built up others, was generally defended by the parties to it on the 
ground of public benefit. 

Local discriminations, though not at first blush so unjust and 
offensive, has nevertheless been exceedingly mischievous, and if 
some towns have grown, others have withered away under their 
influence. In some sections of the country if rates were maintained 
as they were at the time the interstate commerce law took effect, 
it would have been practically impossible for a new town, however 
great its natural davantages, to acquire the prosperity and the 
strength which would* make it a rival of the towns which were 
specifically favored in rates, for the rates themselves would estab- 
lish for it indefinitely a condition of subordination and dependence 
to "trade centers." The tendency of railroad competition has been 
to press the rates down, and still further down, at these trade cen- 
ters, while the depression at intermediate points has been rather 
upon business than upon rates. In very many cases it has resulted 
in the charging of more for a short than for a long haul on the 
same line in the same direction, and though this has been justified 
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by railroad managers as resulting from the necessities of the situr.- 
tion, it is not to be denied that the necessity has in many cases 
been artificially created, and without sufficient reason. 

The inevitable result was that this management of the business 
had a direct and very decided tendency to strengthen unjustly the 
strong among the customers and to depress the weak. These were 
very great evils, and the indirect consequences were even greater 
and more pernicious than the direct, for they tended to fix in the 
public mind a belief that injustice and inequality in the employment 
of public agencies were not condemned by the law, and that suc- 
cess in business was to be sought for in favoritism, rather than in 
legitimate competition and enterprise. 

THE EVILS OF FREE TRANSPORTATION. 

The evils of free transportation of persons were not less con- 
spicuous than those which have been mentioned. This, where it 
extended beyond the persons engaged in railroad service, was com- 
monly favoritism in a most unjust and offensive form. Free trans- 
portation was given not only to secure business, but to conciliate 
the favor of localities and of public bodies, and, while it was often 
demanded by persons who had, or claimed to have, influence which 
was capable of being made use of to the prejudice of the rail- 
roads, it was also accepted by public officers of all grades and of 
all varieties of service. In these last cases the pass system was 
particularly obnoxious and baneful, for if any return was to be 
made, or was expected of public officers, it was of something which 
was not theirs to give, but which belonged to the public or to con- 
stituents. A ticket entitling one to free passage by rail was often 
more effective in enlisting the assistance and support of the holder 
than its value in money would have been, and in a great many cases 
it would be received and availed of when the offer of money, made 
to accomplish the same end, would have been spurned as a bribe. 
Much suspicion of public men resulted, which was sometimes just, 
but also sometimes unjust and cruel ; and some deterioration of the 
moral sense of the community, traceable to this cause, was unavoid- 
able while the abuse continued. The parties most frequently and 
most largely favored were those possessing large means and having 
large business interests. 

The general fact came to be that, in proportion to the distance 
they were carried, those able to pay the most paid the least. One 
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without means had seldom any ground on which to demand free 
transportation, while with wealth he was likely to have many 
grounds on which he could make it for' the interest of the railroad 
company to favor him, and he was sometimes favored with free 
transportation not only for himself and his family, but for business 
agents also, and even sometimes for his customers. The demand 
for free transportation was often in the nature of blackmail, and 
was yielded to unwillingly and through fear of damaging conse- 
quences from a refusal. But the evils were present as much when 
it was extorted as when it was freely given. 

These were some of the evils that made interference by national 
legislation imperative. But there were others that were of no small 
importance. Rates, when there was no competition, were some- 
times so high as to be oppressive, and when competition existed by 
lines upon which the public confidently relied to protect them 
against such a wrong, a consolidation was effected and the high 
rates perpetuated by that means. In some cases the roads, created 
as conveniences in transportation, were so managed in respect to 
business passing or destined to pass over other roads, that they 
constituted hindrances instead of helps, to the great annoyance of 
travel and to the serious loss of those who intrusted their prop- 
erty to them. Then their rates were changed at pleasure and with- 
out public notification ; their dealings, to a large extent, were kept 
from the public eye, the obligation of publicity not being recog- 
nized, and the public were therefore without the means of judging 
whether their charges for railroad services were reasonable and 
just or the contrary. 

But the publications actually made only increased the difficul- 
ties. Railroad rates, difficult enough to be understood by the unin- 
itiated w^hen printed plainly in one general tariff with classification 
annexed, became mysterious enigmas when several different tariffs 
were printed, as was the case in some sections; some relating to 
competitive points and others to \yhat were called local points, and 
each referring to voluminous and perhaps different classifications, 
which were printed but not posted, and which were observed or 
disregarded at will in the rates as published. Such unsystematic 
and misleading publications naturally led to many overcharges and 
controversies, and naturally invited and favored special rates and 
injurious preferences. 
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These were serious evils; and they not only to some extent 
blunted the sense of right and wrong among the people and tended 
to fix an impression upon the public mind that unfair advantages 
in the competition of business were perfectly admissible when not 
criminal, but they built up or strengthened a class feeling and em- 
bittered the relations between those who for every reason of inter- 
est ought to be in harmony. It was high time that adequate power 
should be put forth to bring them to an end. Railroads are a public 
agency. The authority to construct them with extraordinary privi- 
leges in management and operation is an expression of sovereign 
power, only given from a consideration of great public benefits 
which might be expected to result therefrom. From every grant 
of such a privilege resulted a duty of protection and regulation, 
that the grant might not be abused and the public defrauded of the 
anticipated benefits. 

The abuses of corporate authority to the injury of the public 
were not the only reasons operating upon the public mind to bring 
about the legislation now under consideration. Some other things 
which in their direct effects were wrongs to stockholders only had 
their influence also, and this by no means a light one. The manner 
in which corporate stocks were manipulated for the benefit of man- 
agers and to the destruction of the interest of the owners was 
often a great scandal, resulting sometimes in the bankruptcy and 
practical destruction of roads, which, if properly managed, would 
have been not only profitable but widely useful. This in its direct 
results might be a wrong to individuals onl^, but in its indirect 
influence it was a great public wrong also. 

The most striking and obvious fact in such a case commonly is 
that persons having control of railroads have in a very short time, 
by means of the control, amassed great fortunes. The natural con- 
clusion which one draws who must judge from surface appear- 
ances is that these fortunes are unfairly acquired at the expense 
of the public; that they represent excessive charges on railroad 
business, or unfair employment of inside privileges, and furnish 
in themselves conclusive evidence that current rates are wrong 
and probably extortionate. An impression of this sort, when it 

happens to be wide of the fact, is for many reasons unfortunate. 

It creates or strengthens a prejudice against all railroad manage- 
ment — the honest as well as the dishonest — which affects the public 
view of all railroad questions; it renders it more difficult to deal 
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with such questions calmly and dispassionately; it makes the public 
restive under the charges they are subjected to, even though they 
be moderate and necessary; it tends to strengthen a feeling among 
the unthinking that capital represents extortion. However careful, 

considerate, fair, and just the management of any particular road 
may be, and however closely it may confine itself to its legitimate 
business, it is impossible that it should wholly escape the ill effects 
of this prejudice which are visited upon all roads because some con- 
spicuous railroad managers have by their misconduct given in the 
public mind a character to all. 

Evils of the class last mentioned were difficult of legislative 
correction, because they sprang from the over-confidence of stock- 
holders in the officers chosen to manage their interests, and whose 
acts at the time they perhaps assented to. But if capable of correc- 
tion by any legislative authority, it was in general that of the 
States, not that of the nation. The States, in the main, conferred 
the corporate power, and it was for the States by their legislation 
to provide for the protection of the individual interests which were 
brought into existence by their permission. The National Gov- 
ernment had to do with the commerce with these artificial entities 
of State creation might be concerned in. Nevertheless, the mani- 
fest misuse of corporate powers strengthened the demand for 
national legislation, and this very naturally because the private 
gains resulting from corporate abuse were supposed to spring, to 
some extent at least, from excessive burdens imposed upon the 
commerce which the nation ought to regulate and protect. 

For the purpose of correcting the evils above alluded to, so far 
as it was constitutionally competent for national legislation to do 
so, the act to regulate commerce lays down certain rules to be 
observed by the carriers which are intended to be, and emphat- 
ically are, rules of equity and equality, and which, if properly 
observed, ought to, and in time no doubt will, restore the man- 
agement of the transportation business of the country to public 
confidence. 

THE ACT TO REGULATE COMMERCE.* 

The leading features of the act are the following: 

All charges made for service by carriers subject to the act must 

be reasonable and just. Every unjust and unreasonable charge is 

prohibited and declared to be unlawful. 
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The direct or indirect charging, demanding, collecting, or receiv- 
ing, for any service rendered, a greater or less compensation from 
any one or more persons than from any other for a like and con- 
temporaneous service, is declared to be unjust discrimination and is 
prohibited. 

The giving of any undue or unreasonable preference, as between 
persons or localities, or kinds of traffic, or the subjecting any one 
of them to undue or unreasonable prejudice or disadvantage, is 
declared to be unlawful. 

Reasonable, proper and equal facilities for the interchange of 
traffic between lines, and for the receiving, forwarding and deliver- 
ing of passengers and property between connecting lines is required, 
and discrimination in rates and charges as between connecting lines 
is forbidden. 

It is made unlawful to charge or receive any greater compensa- 
tion in the aggregate for the transportation of passengers or the 
like kind of property under substantially similar circumstances and 
conditions for a shorter than for a longer distance over the same 
line in the same direction, the shorter being included within the 
longer distance. 

Contracts, agreements, or combinations for the pooling of 
freights of different and competing railroads, or for dividing be- 
tween them the aggregate or net earnings, or any portion thereof, 
are declared to be unlawful. 

All carriers subject to the law are required to print their tariffs 
for the transportation of persons and property, and to keep them 
for public inspection at every depot or station on their roads. An 
advance in rates is not to be made until after ten days' public notice, 
but a reduction in rates may be made to take effect at once, the 
notice of the same being immediately and publicly given. The rates 
publicly notified are to be the maximum, as well as the minimum, 
charges which can be collected or received for the services respec- 
tively for which they purport to be established. 

Copies of all tariffs are required to be filed with this Commis- 
sion, which is also to be promptly notified of all changes that shall 
be made in the same. The joint tariffs of connecting roads are 
also required to be filed, and also copies of all contracts, agree- 
ments, or arrangements between carriers in relation to traffic 
affected by the act. 
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It is made unlawful for any carrier to enter into any combina- 
tion, contract, or agreement, expressed or implied, to prevent, by 
change of time schedules, carriage in different cars, or by other 
means or devices, the carriage of freights from being continuous 
from the place of shipment to the place of destination. 

These, shortly stated, are the important provisions of the act 
which undertakes to prescribe the duties and obligations of the car- 
riers which by its passage are brought under Federal control. Some- 
important exceptions are made by the twenty-second section, which 
provides : 

That nothing in this act shall apply to the carriage, storage, or 
handling of property free or at reduced rates for the United States, 
State or municipal governments, or for charitable purposes, or to 
or from fairs and expositions for exhibition thereat, or the issuance 
of mileage excursions, or commutation passenger tickets; nothing 
in this act shall be construed to prohibit any common carrier from 
giving reduced rates to ministers of religion; nothing in this act 
shall be construed to prevent railroads from giving free carriage 
to their own officers and employes, or to prevent the principal 
officers of any railroad company from exchanging passes or tick- 
ets with other railroad companies for their officers and employes; 
and nothing in this act contained shall in any way abridge or alter 
the remedies existing at common law or by statute, but the pro- 
visions of this act are in addition to such remedies. 

These provisions, it will be seen, are not intended to qualify to 
any injurious extent the general rules of fairness and equality 
which the act has been so careful to prescribe, and the exceptions 
may all be said to be authorized on public considerations. 

In the performance of its duties the Commission has had occa- 
sion to decide that the transportation of Indian supplies may be 
free, or at reduced rates under this section (1 Interstate Q)mmerce 
Commission Reports, p. 15), as also may be that of the agents and 
material of the United States Fish Commission {Ibid,, p. 21). The 
question of what may be included under the exception made for 
charitable purposes has never come before the Commission in such 
form as to call for an expression of opinion. It will be noted that 
in terms it applies to property only, not to persons. 

By the eleventh section of this act this Commission is created 
and established, and other sections prescribe its duties and powers. 
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Those sections it will be necessary to consider somewhat at length 
further on. 

The Commission was organized March 31, 1887, and entered at 
once upon the discharge of its duties. The other provisions of the 
act took effect April 5, 1887. The demands upon Its attention were 
immediate, and some of them of a very perplexing nature. It will 
be more convenient to take notice of these under specific heads in 
connection with the provisions of the act under which they were 
severally presented for its action.* 

THE LONG AND SHORT HAUL CLAUSE OF THE ACT. 

Another question presenting itself immediately on the organiza- 
tion of the Commission was that respecting the proper construction 
of the fourth section of the act, which, after providing: 

That it shall be unlawful for any common carrier subject to 
the provisions of this act to charge or receive any greater compen- 
sation in the aggregate for the transportation of passengers or of 
like kind of property, under substantially similar circumstances and 
conditions, for a shorter than for a longer distance over the same 
line, in the same direction, the shorter being included in the longer 
distance, . 
proceeds to say — 

That, upon application to the Commission appointed under the 
provisions of this act, such common carrier may, in special cases, 
after investigation by the Commission, be authorized to charge less 
for longer than for shorter distances for the transportation of pas- 
sengers or property, and the Commission may from time to time 
prescribe the extent to which such designated common carrier may 
be relieved from the operation of this section of the act. 

The provision against charging more for the shorter than for the 
longer haul under the like circumstances and conditions over the 
same line and in the same direction, the shorter being included 
within the longer distance, is one of obvious justice and propriety. 
Indeed, unless one is familiar with the conditions of railroad traffic 
in sections of the country where the enactment of this provision is 
found to have its principal importance, he might not readily under- 
stand how it could be claimed that circumstances and conditions 
could be such as to justify the making of any exceptions to the 
general rule. 

*Here followed a discussion of express and sleeplngr car business. 
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It is a part of the history of the act that one house of Congress 
was disposed to make the rule of the fourth section imperative and 
absolute, and it is likely that in some sections of the country many 
railroad managers would very willingly have conformed to it, be- 
cause for the most part they could have done so without loss, and 
with very little disturbance to general business. But in some other 
parts of the country the immediate enforcement of an iron-clad 
rule would have worked changes so radical that many localities in 
their general interests, many great industries, as well as many rail- 
roads, would have found it impossible to c6nform without suffer- 
ing very serious injury. In some cases probably the injury would 
have been overbalanced by a greater good ; in others it would have 
been irremediable. To enforce it strictly would have been, in some 
of its consequences in particular cases, almost like establishing, as 
to vested interests, a new rule of property. 

A study of the conditions under which railroad traffic in certain 
sections of the country has sprung up is necessary to an under- 
standing of the difficulties which surround the subject. The terri- 
tory bounded by the Ohio and the Potomac on the north, and by the 
Mississippi on the west presented to the Commission an oppor- 
tunity, and also an occasion, for such a study. The railroad busi- 
ness of that section has grown to be what it is in sharp competi- 
tion with water carriers, who not only have had the ocean at their 
service, but by means of navigable streams were able to penetrate 
the interior in all directions. The carriers by water were first in 
the field, and were having a very thriving business while railroads 
were coming into existence ; but when the roads were built the com- 
petition between them and the watercraft soon became sharp and 
close, and at the chief competing points the question speedily came 
to be, not what the service in transportation was worth, or even 
what it would cost to the party performing it, but at what charge 
for its service the one carrier or the other might obtain the busi- 
ness. In this competition the boat owners had great advantages; 
the capital invested in their business was much smaller; they were 
not restricted closely to one line, but could change from one to an- 
other as the exigencies of business might require ; the cost of opera- 
tion was less. But the railroads had an advantage in greater speed, 
which at some times, and in respect to some freight, was controlling. 

In this competition of boat and railroad the rates of transporta- 
tion which were directly controlled by it soon reached a point to 
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which the railroads could not possibly have reduced all their tariffs 
and still maintain a profitable existence. They did not attempt such 
a reduction, but on the contrary, while reducing their rates at the 
points of water competition to any figures that should be necessary 
to enable them to obtain the freights, they kept them up at all other 
points to such figures as they deemed the service to be worth, or as 
they could obtain. It often happened, therefore, that the rates for 
transporting property over the whole length of a road to a terminus 
on a water highway would not exceed those for the transportation 
for half the distance only to a way station not similarly favored with 
competition. The seeming injustice was excused on the plea of 
necessity. The rates to the terminus, it was said, were fixed by the 
compeition and could not be advanced without abandoning the busi- 
ness to the boats. The greater rates to the local points were no more 
than was reasonable, and they were not by reason of the low rates 
to the competitive point made greater than they otherwise would 
have been. On the contrary, if the rates on the railroad were es- 
tablished on a mileage basis throughout, with no regard to special 
competitive forces at particular points, the effect in diminishing the 
volume of business would be so serious that local rates at non- 
competitive points would necessarily be advanced beyond what 
they are made when the competitive business can be taken also, even 
though the competitive business be taken at rates which leave little 
margin above the actual cost of movement. Such is the common 
argument advanced in support of the short-haul rates. 

But the lower rates on the lower hauls have not been due alto- 
gether to water competition ; railroad competition has been allowed 
to have a similar effect in reducing them. But as the railroad tariffs 
are commonly agreed upon between the parties making them, the 
necessity which controlled the water competition was not so appar- 
ent here, and to some extent the lower rates have been conceded to 
important towns in order to equalize advantages as between them 
and other towns which were their rivals, and to which low rates 
had been given under a pressure of necessity. But they were given 

also in many cases as a means of building up a long-haul traffic that 

could not possibly bear the local rates, and which consequently 

would not exist at all if rates were established on a mileage basis, 

or on any basis which, as between the long and short haul traffic, 

undertook to preserve anything like relative equality. 
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It would be foreign to the purposes of this report to discuss at 
this time the question whether in this system of rate-making the 
evils or the advantages were most numerous and important. Some 

of the evils are obvious; not: the least of which is the impossibility 

of making it apparent to those who have not considered the subject 

in all its bearings, that the greater charge for the shorter haul can 

in any case be just. The first impression necessarily is that it must 

be extortionate; and until that is removed it stands as an impeach- 
ment of the fairness and relative equity of railroad rates. But on 
the other hand, it must be conceded that this method of making 
rates represents the best judgment of experts who have spent many 
years in solving the problems of railroad transportation; and its 
sudden termination without allowing opportunity for business to 
adapt itself to the change would, to some extent, check the pros- 
perity of many important places, render unprofitable many thriving 
enterprises, and probably put an end to some long-haul traffic now 
usefully carried on between distant parts of the country. It is also 
quite clear that the more powerful corporations of the country, con- 
trolling the largest traffic and operating on the chief lines of trade 
through the most thickly settled districts, can conform to the statu- 
tory rule with much more ease and much less apparent danger of 
loss of income than can the weaker lines, whose business is com- 
paratively light and perhaps admits of no dividends, and the pres- 
sure of whose fixed charges imposes a constant struggle to avoid 
bankruptcy. 

If Congress intended this immediate change of system, it was 
not for the Commission to inquire whether the evils of making it 
at once would or would not exceed its benefits. The law must stand 

as the conclusive evidence of its own wisdom, and the authorities 

charged with enforcing it were not to question but to obey it. With 

the Commission, therefore, the first question was one of interpre- 
tation; and when it was clearly perceived what Congress intended, 
the line of duty was plain. The intent should be given effect, not 
only because it was enacted, but because in the enactment it was 
determined by the proper authority that the public good required it. 

In coming to a consideration of the forth section of the act, it 
was immediately perceived that many different views were taken of 
it, some of which were settled convictions which were the result 
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of thought and reflection, while others were mere ofF-hand im- 
pressions and deserving of little attention. By some persons it was 
assumed that the Commission had by the act been given a general 
authority to suspend altogether the operation of the fourth sec- 
tion, and upon this utterly baseless and unreasonable assumption 
the Commission was plied with arguments in support of a general 
suspension. Other views went to the opposite extreme, and while 
holding that the general rule must be enforced in all cases until 
the Commission had sanctioned exceptions, would restrict the power 
to make exceptions to individual shipments made under circum- 
stances and conditions which were special and peculiar. Such a 
restriction would obviously render the authority to make excep- 
tions of no practical utility. 

But among those who had given the subject thought and atten- 
tion, and whose views for that reason were deserving of considera- 
tion, a most important difference of opinion was found to exist re- 
garding the state at which the intervention of the Commission under 
the fourth section was to be invoked. By some persons it was be- 
lieved that a rule was laid down by that section which could not 
lawfully be departed from until the Commission on investigation 
had determined that the circumstances and conditions of the longer 
and of the shorter transportation were so dissimilar as to justify 
making the greater charge for that which was the shorter, and had 
prescribed the extent of the permissible exception. 

By others the fact was emphasized that the charging or receiv- 
ing "any greater compensation in the aggregate for the transpor- 
tation of passengers or of the like kind of property" "for a shorter 
than for a longer distance over the same line in the same direction, 
the shorter being included in the longer distance," was only de- 
clared by the section to be unlawful when both were "under sub- 
stantially similar circumstances and conditions;" and they confi- 
dently affirmed that the carrier could require no order of relief 
from the Commission when the circumstances and conditions were 
in fact dissimilar, since the greater charge was not then unlawful 
and forbidden. This view would leave the carrier at liberty to act 
on its own judgment of the conditions and circumstances in any 
case, subject to responsibility to the law if the greater charge were 
made for the shorter transportation when the circumstances and 
conditions 'were not in fact dissimilar, unless authorized to make 
such greater charge by the relieving order of the Commission. 
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When the Commission was called upon in the performance of 
its duty to give an interpretation to this section, it was found on 
comparison of views that the interpretation last above mentioned 
seemed to all its members to be the one best warranted by the 
phraseology of the statute. Moreover, when it was considered how 
vast was the railroad mileage of the country, how numerous were 
the cases in different sections in which, for divers reasons, the 
general rule prescribed by the fourth section was then departed 
from, this interpretation seemed the only one which, in adminis- 
tering the law, would be found practical or workable. Possibly 
the Commission might therefore have been justified in making im- 
mediate announcement of this opinion. 

It was not, however, believed to be wise to make such announce- 
ment at that time. The construction of a new statute having great 
remedial purposes in view ought not to be hastily made by the 
tribunal called upon to act under it. When a question of construc- 
tion comes before the courts parties interested in taking different 
views are heard by counsel and if the case is important the court 
is likely to have all the considerations which support the several 
views presented, and will thus be fully informed when it comes 
to make a decision. 

The Commission had not had the benefit of discussion by coun- 
sel of this most important provision. To delay, before taking any 
action whatever, until in the ordinary course of affairs a case should 
arise where the proper construction of the section should be the 
point in controversy, might be exceedingly injurious to many 
interests. Under these circumstances it seemed to the Commis- 
sion that the prudent course, and the course most consistent with 
the general purposes the act was intended to accomplish, was to 
take such action as for the time being would disturb as little as 
possible the general business of the country, and at the same time 
give ample opportunity for full discussion and consideration of 
this most important question. 

ACT TO CONSERVE AND PROTECT. 

The act to regulate commerce was not passed to injure any in- 



terests, but to conserve and protect. It had for its object to regu- 
late a vast business according to the requirements of justice. Its 

intervention was supposed to be called for by the existence of 
numerous evils, and the Commission was created to aid in bringing 
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about great and salutary measures of improvement. The business 
is one that concerns the citizen intimately in all the relations of life, 
and sudden changes in it, though in the direction of improvement, 
might in their immediate consequences be more harmful than bene- 
ficial. It was much more important to move safely and steadily 

in the direction of reform than to move hastily, regardless of conse- 

quences, and perhaps be compelled to retrace important steps after 

great and possibly irremediable mischief had been done. The act 

I ■ ■ ■ ■ 

was not passed for a day or for a year ; it had permanent benefits in 
view, and to accomplish these with the least possible disturbance to 
the immense interests involved seemed an obvious dictate of duty. 

Acting upon these views, and in order to give opportunity for 
full discussion, the Commission, after having made sufficient in- 
vestigation into the facts of each case to satisfy itself that a prima 
facie case for its intervention existed, made orders for relief under 
the fourth section, where such relief was believed to be most imper- 
ative. These orders were temporary in their terms, and in making 
them it was announced that sessions would be held in the section of 
the country to which a majority of these orders related, at which 
all parties interested in the questions they presented were at liberty 
to appear and present their views. Whatever view should ulti- 
mately be taken of the proper interpretation of the fourth section, 
this course could result in no serious injury. If the first impression 
of the Commission should be held to be correct, the orders would 
only sanction what might have been done without them, but if 
the opposite view should be taken they would only postpone for a 
time the strict enforcement of the fourth section, and give oppor- 
tunity during that period for the business of the country to adapt 
itself as far as possible to the new requirement. 

The considerations which were influential in determining when 
these temporary orders should be granted were not more the relief 
of the carriers from danger of loss than the prevention of threat- 
ened disturbance of business interests in certain localities, which by 
its reflex action seemed liable to embarrass seriously the entire 
country. When no great or special urgency was shown, connect- 
ing threatened injury to important interests with the literal enforce- 
ment of the section, or when the only showing made was of the loss 
of a certain line of traffic to one carried which nevertheless was 
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adequately served by being given another direction, temporary or- 
ders were not made. Fifty-eight petitions were filed for relief from 
the operation of the fourth section, some of which were joint; 
ninety-five railroad companies were petitioners; temporary orders 
were made in twenty cases, by the terms of which forty-three car- 
riers were for a limited period and pending full investigation re- 
lieved from the operation of the section as to certain points enumer- 
ated in each order, where the charging of less for the longer dis- 
tance was permitted to be continued for the time being. 

The opinion of the Commission upon the applications for relief 
is herewith g^ven in Appendix A. In the same appendix is given a 
list of the carriers petitioning and a statement of the action of 
the G)mmission on each case. 

In finally announcing its conclusion, as it did on the petition of 
the Louisville and Nashville Railroad Company for relief, the 
Commission called the attention of the several carriers which had 
obtained orders to the desirability of revising their tariffs and 
bringing them more nearly into conformity with the general rule 
of the fourth section. The opinion was expressed that this revis- 
ion was practicable without serious injury to the interests involved. 
This suggestion was acted upon by several of the petitioning car- 
riers, and by a still greater number who had not petitioned for 
relief; and the Commission takes pleasure now in being able to re- 

port that in large sections of the country obedience to the general 

rule of the fourth section is without important exception. While 

i-~-- -^---^_ — --^ 

before the passage of the act few lines operated as competitors for 
long-haul traffic could be found upon which the practice of the 
lesser charge for the longer haul did not exist, on a very large 
proportion of them all it has come to an end. This has in some 
instances been accomplished by raising the rates on through traffic, 
but in many cases where this was done the practical experiment 
resulted finally in a general reduction throughout the line. In other 
instances the lower rates on long-haul traffic were retained and the 
local rates reduced to the limit thus established. In still other in- 
stances a compromise course was pursued, the previous low rates 
at certain so-called competitive points being raised somewhat, and 
the local rates at intermediate points reduced sufficiently to be 
brought within the statutory rule. This last course was pursued 
upon some of the leading roads in the Southern States as to points 
to which it was in their power to control the rates made. 
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The process has been continually going on, and is still in prog- 
ress. Tariffs are from time to time filed with the Commission 
showing a reconstruction of the rates in the direction of the rule 
laid down in the fourth section. The carriers making them some- 
times protest that the rates are not voluntarily made, but only be- 
cause the law so requires, and that they will involve large loss of 
revenue. The apprehension of loss in cases when the local and 
non-competitive rates are adjusted to the through rates, is, in some 
cases, supported by strong probabilities. 

The transcontinental roads have not conformed to the general 
rule of the fourth section. By the managers of those roads it is 
contended that in view of the competition which they must meet, 
not only of ocean vessels but of the Canadian railways, it will be 
absolutely impossible for them to comply with the strict rule of 
the fourth section without surrendering a very large portion of their 
through business, and that such surrender will be equally ruinous 
to their own interest and to many other large interests on the Pacific 
coast. How far this contention is just, the Commission has as 
yet neither had the occasion nor found tlie opportunity for judg- 
ing; but cases now pending in which the rates to interior points are 
complained of will soon receive attention, and the general question 
will probably to some extent be found involved. 

Neither is it the case that the roads in the States south of the 
Ohio have come into general conformity with the rule of the fourth 
section. Some of them have greatly modified their tariffs in that 
direction; some profess compliance, while some insist that com- 
pliance is not possible without ruin. Of these, the case of the 
Louisville and Nashville Railroad Company may be taken as repre- 
sentative. In pending proceedings against that company for a vio- 
lation of the fourth section it is frankly avowed by the company 
that its method of making rates has not been changed since the act 
was passed, and at the same time it is insisted that any consider- 
able change is impossible. The local rates can not be reduced, it is 
said, because they are as low now as can be afforded unless com- 
petitive rates are raised, and to raise the competitive rates would 
be to abandon the business, which would then go to other carriers. 
It is farther insisted for the company that while it gives, as it is 
compelled to do, very low rates to competing points, the interme- 
diate stations participate in the benefits, because their rates never 
exceed the rates to the competitive points with the local rates thence 
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to the intermediate stations added, and therefore every reduction 
to the competitive point causes a like reduction to the intermediate 
point also. This, as has been said, is the contention which the 
company makes in pending cases, and in support of which much 
evidence has been put in. 

Some of the cases in which the strict rule of the fourth section 
is not applied are cases in which the longer hauls are made by 
circuitous routes, and the charges are necessarily made very low 
in order to meet the competition of more direct lines. The com- 
petition by these circuitous routes is in some cases hardly legitimate, 
and while it continues it constitutes a disturbing element in the 
general railroad business of the section. It is nevertheless thought 
by the local communities to be important, and there are probably 
some weak lines that would find it difficult to maintain a useful ex- 
istence if not permitted to engage in competition for a business that 
would naturally fall to other lines. It happens in some of these cases 
that the lower charges on the longer hauls are only made lower be- 
cause the points to which they are made are nearer by direct routes 
to the common market than the points to which the higher charges 
are made ; and in such cases to compel the circuitous route to con- 
form to the rule of the fourth section strictly would be to compel 
an abandonment of some portion of its business. If the direct 

lines to the common market give to the nearer point the lower rate, 

the circuitous line has no alternative but to do the same or to give 

up any attempt at competition. 

The G>mmission has not as yet had occasion to decide a case 
which involved the construction of the fourth section in its applica- 
tion to traffic by these circuitous routes; the only case in which 
the question was made having been found, when the facts were 
examined, not to present it. (1 Interstate Commerce Commission 
Reports, p. 199.) 

In some cases the lower rate on the longer line is a combination 
of rates over several lines ; and it has been contended in some quar- 
ters that the fourth section only applies to cases in which the car- 
rier who makes the greater charge for the shorter haul controls 
the line of longer haul, and makes the charge upon that also. The 
Commission does not take this view, but has decided in the case 
of the Vermont State Grange against the Boston and Lowell Rail- 
road Co., and others (1 Interstate Commerce Commission Reports, 
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p. 158), that where a carrier unites with one or more others in 
making a rate for long-haul traffic, the rate so made constitutes a 
measure for the rates on short-haul traffic upon its own lines as 
much as it would if the long-haul transportation was on its line ex- 
clusively. 

Where the practice of making the greater charge upon the 
shorter haul has long prevailed, the effect of its abrogation upon 
some portion of the business of the smaller cities of the country 
should perhaps be noted. Those cities have generally been in posi- 
tion to handle goods of all kinds, purchasing them at importing, 
manufacturing, and producing points, and reselling to retail dealers 
in the more immediate vicinity. The rates of freight have favored 
these distributing points, and have been so low that goods could be 
taken to them and sent forward after handling, or even returned for 
a certain distance over the same line, at a less aggregate rate of 
freight than the smaller places could obtain on the same goods from 
the same initial point. The ability to do this has developed very im- 
portant business houses, and has largely controlled business methods 
in some sections of the country, but it no longer exists when the 
fourth section has been literally applied. The rate from the initial 
point to the given city — as, for example, from Baltimore or Phila- 
delphia to Danville, Va. — added to the rate from that point to 
smaller points beyond, will then be more than the through rates 
from the initial point to the latter places, and at the same time the 
rate to the given city will be as great or greater than the rates to 
the intermediate points on the same line; and the natural effect is 
to depress the wholesale business at all such points and to throw 
the trade into the hands of metropolitan dealers. This fact is clearly 
seen in some of the cases now pending before the Commission. 
There are compensations for all such incidental injuries and the 
question involved being one of legislative policy, the Commission 
deems it sufficient to state the facts as they exist, without com- 
ment upon them. 

The Commission, on October 20, caused a circular letter to be 
sent to the various carriers subject to the provisions of the act 
throughout the United States, inquiring concerning the practical 
application of the fourth section in making tariffs in use upon the 
lines of each respectively. The circular has been very generally 
answered, and the replies give full information in respect to the 
manner in which the provisions of the "long and short haul" clause 
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< 
are now being observed by the carriers. A very large number of 

railroad companies, lines, and systems, answer unequivocally that 

there are no points upon their respective lines to or from which 

interstate rates for passengers or freight are greater than to or 

from more distant points in the same direction over the same line. 

Others, slightly misapprehending the inquiry made, state that no 

such instances exist upon their own roads, but that joint tariffs are 

made by them to points upon other roads where variations from the 

rule exist. Still others state the points upon their lines which are 

exceptionally treated, and give the reasons which are claimed to 

justify them in the rates made. 

The statements and explanations of the different companies so 
far as they are other than a simple negative reply, present the situa- 
tion so clearly and directly, from the standpoint of the carriers, and 
show so distinctly the various circumstances and conditions found 
in different parts of the country which are claimed by them to affect 
their traffic to an extent unwarranting a departure from the letter 
of the statutory rule, that the Commission has determined to lay 
the entire series before Congress as an appendix to this report. This 
appendix, which is marked E, contains the following documents : 

I. Circular letter to carriers of October 20, 1887. 

II. List of carriers which reply that they do not make inter- 
state rates where a greater sum is charged for a shorter than for 
a longer distance in the same direction over the same line, to or from 
any point on their respective roads. 

III. Letters and documents from carriers which accepted the 
invitation of the Commission to make a statement concerning the 
circumstances and conditions of traffic which they claimed made 
their case exceptional. 

Reviewing railway operations during the period which has 
elapsed since the act took effect, the Commission feels warranted 
in saying that while less has been done in the direction of bringing 
the freight tariffs into conformity with the general rule prescribed 
by the fourth section than some persons perhaps expected, there 
has nevertheless been a gratifying advance in that direction, and 
there is every reason to believe that this will continue. That sub- 
stantial benefits will flow from making the rule as general as shall 
be found practicable can not be doubted; and even when the cir- 
cumstances and conditions of long and short haul traffic are dis- 
similar, the desirability of avoiding any considerable disparity in 
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the charges is great and obvious. So far, therefore, and so fast as 
business prudence and a proper regard to the interests of the com- 
munities which would be disturbed and injured by precipitate 
changes will admit of its being done, such railroad companies as do 
not now conform to the statutory rule should make their rates on 
these two classes of traffic more obviously just and more propor- 
tional than they have hitherto been or now are. 

IV. GENERAL SUPERVISION OF THE CARRIERS SUBJECT TO THE ACT.* 

It is provided in the twelfth section of the act — 

That the Commission hereby created shall have authority to 
inquire into the management of the business of all common car- 
riers subject to the provisions of this act, and shall keep itself in- 
formed as to the manner and method in which the same is con- 
ducted, and shall have the right to obtain from such common car- 
riers full and complete information necessary to enable the Com- 
mission to perform the duties and carry out the objects for which 
it was created; and for the purposes of this act the Commission 
shall have power to require the attendance and testimony of wit- 
nesses, and the production of all books, papers, tariffs, contracts, 
agreements, and documents relating to any matter under investiga- 
tion, and to that end invoke the aid of any court of the United 
States in requiring the attendance and testimony of witnesses and 
the production of books, papers, and documents under the provis- 
ions of this section. 

This is a very important provision, and the Commission will 
no doubt have frequent occasion to take action under it. It will 
not hesitate to do so in any case in which a mischief of public im- 
portance is thought to exist, and which is not likely to be brought 
to its attention on complaint of a private prosecutor. There is every 

reason to believe, however, that some of the most serious evils 
which were notorious in the railway service before the passage of 
the act, and were in the legislative mind as reasons for its enact- 
ment, have now almost ceased to exist. One of these was the giv- 
ing of special and secret rebates. These were exceedingly common 
before the act, and constituted one of the readiest means of making 
unjust discrimination. No provision in the act to regulate com- 
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merce is more important than that which forbids them. But among 
all the complaints made to the Commission not one has charged a 
specific act in violation of this provision, and where a disregard of 
it has been suggested it has been by way of formal charge and as an 
expression of suspicion only. 

In the litigated cases which have come before the Commission 
involving an examination into railroad practices at important cen- 
ters, there has been entire agreement in the proofs that special rates 
to individuals and secret rebates were no longer made; a single ex- 
ceptional instance only has come out in the proofs. Their condem- 
nation by the law and the provision made for their detection and 
punishment have brought about this result. Further evidence in the 
same direction is furnished by the complaints of those who formerly 
had them that the law injuriously affects their business; but these 
complaints, which are aimed at the justice and equity of the law, 
the public may bear with equanimity, satisfied that in this particu- 
lar at least substantial benefit has come from its enactment. 

Complaints of unjust discrimination and the giving of undue 
and unreasonable preferences by the open rates are still frequent, 
and it is not to be denied that in the existing tariffs there are many 
rates which, as compared with others made by the same carriers, 
seem to be unfair and oppressive. But even as regards this species 
of injustice, the good effects of the law are manifest. For whereas 
formerly the carriers made discriminations at pleasure, and gave 
preferences for which their own interest or convenience was deemed 
sufficient reason, the discriminations or preferences which are now 
complained of are such as the carriers understand they may be called 
upon to defend, and they are aware that the defense, to be suc- 
cessful, must be based on grounds of substantial justice, or at least 
on grounds not palpably untenable. This necessity for defending 
the discriminations made may be expected to reduce very consid- 
erably their number, and has already done much toward bringing 
about more just proportions in the classification and rating of prop- 
erty transported. 

In the performance of its duty of supervision, the Commission 
has found it necessary to conduct a very extended and voluminous 
correspondence, which could not be presented in this place even in 
abstracts. A few letters from the Commission which laid down 
rules, or were of more than individual importance, are, however, 
given in an appendix hereto, marked C. In connection with these 
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letters, attention is called* to the decision made by the Commission 
in the case of The Vermont State Grange v. The Boston and Lowell 
Railroad Company et al., that the railroads who unite in fast-freight 
lines are responsible for their rates, and bound to see that the 
tariffs are properly filed. 

IX. CLASSIFICATION OF PASSENGERS AND FREIGHT.* 

A number of the complaints made against railway companies 
have related to the classification of freight. Some of these have 
sprung from the fact that classifications are not alike in different 
sections of the country, and parties who have shipped freight under 
one classification into a section where a different classification pre- 
vails have found the charges against them not the same as they 
had reason to expect. The ground of others has been that the 
classification in its effect upon rates worked an unjust discrimina- 
tion between shippers or between different classes of freights. 

It is greatly to be regretted that the same classification is not 
adopted by the carriers by rail in all sections of the country. The 
desirability of uniformity is so great, that the suggestion is fre- 
quently heard that national legislation should provide for and com- 
pel it. If such legislation should be adopted it would be necessary 
to empower some tribunal to make the classification, and the diffi- 
culties which would attend the making would be very great. Rela- 
tive rates would be involved in it, for classification is the founda- 
tion of all rate-making. It was very early in the history of railroads 
perceived that if these agencies of commerce were to accomplish 

the greatest practicable good, the charges for the transportation of 

different articles of freight could not be apportioned among such 

articles by reference to the cost of transporting them severally, for 

this, if the apportionment of cost were possible, would restrict 
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within very narrow Hmits the commerce in articles whose bulk or 

weight was' large as compared with their value. 

On the system of apportioning the charges strictly to the cost, 
some kinds of commerce which have been very useful to the coun- 
try, and have tended greatly to bring its different sections into more 
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intimate business and social relations, could never have grown to 
any considerable magnitude, and in some cases could not have exist- 
ed at all, for the simple reason that the value at the place of de- 
livery would not equal the purchase price with the transportation 
added. The traffic would thus be precluded, because the charge for 

carriage would be greater than it could bear. On the other hand, 

the rates for the carriage of articles which within small bulk or 
weight concentrate great value would on that system of making 
them be absurdly low; low when compared to the value of the 
articles, and perhaps not less so when the comparison was with 
the value of the service in transporting them. 

It was, therefore, seen not to be unjust to apportion the whole 

cost of service among all the articles transported, upoi^ a basis that 

should consider the relative value of the service more than the 

relative cost of carriage. Such method of apportionment would 

be best for the country, because it would enlarge commerce and 
extend communication; it would be best for the railroads, because 
it would build up a large business, and it would not be unjust to 
property owners, who would thus be made to pay in some pro- 
portion to benefit received. Such a system of rate-making would 
in principle approximate taxation; the value of the article carried 
being the most important element in determining what shall be 
paid for it. 

Accordingly, and for convenience and certainty in imposing 
charges, freight is classified; that which comes in one class being 
charged a higher proportional rate than that which is placed in 
another. But other considerations besides value must also come in 
when classification is to be made. Some articles are perishable, 
some are easily broken, some involve other special risks in carriage, 
some are bulky, some especially difficult to handle, and so on. All 
these are considerations which may justly affect rates, and there- 
fore may be taken into account in classification. But still others 
have been found potent. Every section of the country has its pe- 
culiar products which it desires to market as widely as possible, 
and is not unwilling that classification should be made use of by 
the railroads which serve it as a means of favoring and thus ex- 
tending the trade in local productions; favoring them by giving 
them low classification and thus low rates, and discriminating 
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against those of other sections through a classification which rated 
them more highly. 

It has been in the power of every railroad to have a classifica- 
tion of its own; but the necessities of an interchange of business 
have brought about agreements, and the railroad associations have 
been given the authority to make classifications for all their mem- 
bers. Tlieir labors in this direction have been extremely impor- 
tant and useful; they have been steadily reducing the number of 
different classifications in the country, and steadily approaching a 
condition of things in which there will be one only. But in these 
associations, when in session for the making of rates, each rail- 
road official has, to some extent, had the district which was served 
by his road behind him; he has felt the pressure of the interests 
there, and contended for them as against the interests in classifica- 
tion represented by others, not only because it was desirable that 
the road should favor the policy its patrons favored, but also be- 
cause the same policy was likely to be beneficial to both. 

The result necessarily is that a classification made by a railroad 
association represents a series of compromises, to which not only 
the railroads are parties, but in a certain sense business interests 
and sections of country also ; these in many cases being admitted by 
their representatives to the consultations upon a subject so vitally 
concerning their interests, and allowed to present their views. This 
contention of interests still continues to go on in the meetings and 
conferences, but with a steady tendency in the direction of one 
uniform classification, and there is reason to hope that without 
much further delay all classifications will be brought into harmony. 
If any other tribunal were to be given the authority to make classi- 
fication, it must, if it would exercise its power wisely, proceed in 
much the same way; it must act deliberately, give all interests an 
opportunity to be heard, take into account all the considerations 
which ought to bear upon it; cost of service, interest of sections, 
equity as between industries and between classes of persons, and so 
on indefinitely. 

Whether, therefore, the steady tendency in the direction of one 
uniform classification would be hastened by conferring the power 
to make one on a national commission is not entirely certain. The 
work, if taken up anew, would be one requiring much time for its 
proper performance; it would involve a careful consideration of 
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the interests peculiar to different sections of the country, and a 
close study of the conditions of railroad service as they bear upon 
such interests. But these conditions change from month to month ; 
the classification cannot be permanently the same, but must be 
subject to modification on the same grounds on which it was orig- 
inally made; the appeals for modification would be as numerous 
as they would be perplexing, because of the diversity of reasons on 
which they would be grounded. Under the law as it now is the 
Commission has appellate powers to correct any unjust classifica- 
tion, and it will keep in view the desirability of general uniformity 
and do what it properly can to bring about that result. 

The classification of passengers has to some extent been a sub- 
ject of complaint to the Commission. Some carriers as a rule have 
but one rate of passenger transportafion, and but one class of pas- 
sengers, except as they may be carriers of emigrants in considerable 
bodies, and they have emigrant rates which are lower than those 
given to other persons, and the emigrants are either given less de- 
sirable cars attached to the regular trains, or are sent on trains by 
themselves. Other carriers make first and second class rates by 
the same train, the difference in charge having some regard to dif- 
ference in the carriages which are alloted to the classes respectively. 
In some sections colored persons are required to take separate cars, 
though charged the same rates as others. The carriers making 
this requirement assume to give to colored persons accommodations 
equal to those given to white people, and are required by law in 
some States to do so ; but complaint has been made that this is not 
always done. 

Then, on all roads of any considerable length, parlor and sleep- 
ing cars are run, which in most cases are owned by outside corpora- 
tions, and a special charge made by the owners for seats or berths 
in them. The palace and sleeping car corporations, like the express 
companies, as has already been said, do not understand that they 
come within the contemplation of the act, so as to be subject to 
its provisions, but the persons accommodated by them must also 
have tickets for passage from the railroad companies, and as to 
those it is not doubted that the same rules of uniformity and impar- 
tality apply as in other cases. 

Previous to the passage of the act it was customary on many of 
the roads of the country to give reduced rates to the class of per- 
sons known as "commercial travelers," but this was made illegal by 
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the provisions in the act against unjust discrimination (1 Interstate 
Commerce Reports, p. 8). It was also common in some quarters 
to give special rates to land lookers, explorers, or settlers, who were 
supposed to be looking for or establishing new homes in a section 
where their purchase, settlement, or improvement would benefit the 
carrier giving them, but this also is held to be now forbidden (1 In- 
terstate Commerce Reports, p. 208). The opinion of the Commis- 
sion as declared in these cases is that, under the law, it is no longer 
competent for the carrier to discriminate among passengers enjoy- 
ing the same accommodations, by means of any special classification 
dependent upon occupation or other condition or circumstance of a 
personal nature, except as the law itself, by the twenty-second sec- 
tion, has in terms authorized it. 

X. VOLUNTEER ASSOCIATION OF RAILROAD MANAGERS. 

Nearly every railroad in its origin has been independent of all 
others; and in the early history of such roads they were com- 
monly provided for as local conveniences, with no prevision of the 
great highways of trade and communication which they have since 
become. It was in many cases thought to be important that a road 
should be kept as distinct in its business from all others as pos- 
sible, and at their termini in some instances they were not allowed 
to have the same freight or passenger stations with other roads, 
lest the local draymen or hackmen should be deprived of a profitable 
employment. 

When the great possibilities of railroad service came to be bet- 
ter understood these primitive notions of local benefits gave way be- 
fore a more enlightened public sentiment, and the fact was recog- 
nized that the public interest would be best subserved by making the 
connection between the roads as close as possible, in order that the 
commerce between different sections and localities might go on 
steadily and uninterruptedly. The railroad companies perceived 
also that their interest lay in the same direction, and they not only 
entered into close business relations with each other, but in many 
cases formed consolidations. The tendency to consolidation excited 
public distrust, being looked upon as a device to avoid competition 
and to deprive the public of the benefits of having more than one 
line of transportation for the same traffic, which, in some cases, 
had been the chief inducement to the building of particular lines. 
Laws were therefore passed forbidding consolidation; but these 
were avoided by taking leases of roads, or by acquiring a controlling 
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interest in the stock, and then entering into permanent running 
arrangements. 

But it sometimes happened that the managers of a road deemed 
it for its interests to work in complete independence, and while mak- 
ing profit out of the local conveniences supplied it found means to 
add to these a further profit from the inconvenience it could cause 
to the business of other roads. It therefore discriminated between 
other roads; it hindered the business of one while it furnished all 
possible facilities to the business of another ; and this it was enabled 
to do because it was not compelled by law to make joint running 
arrangements or joint tariflfs for business with other roads. Such 
action was likely to incommode the public quite as much as it did 
the road which was discriminated against, but it seemed impos- 
sible to deal with it adequately by law. To make railroads of the 
greatest possible service to the country contract relations would be 
essential, because there would need be joint tariffs, joint running 
arrangements, an interchange of cars, and a giving of credit to a 
large extent, some of which were obviously beyond the reach of 
compulsory legislation, and, even if they were not, could be best 
settled and all the incidents and qualifications fixed by the volun- 
tary action of the parties in control of the roads respectively. 

Agreement upon these and kindred matters became, therefore, 
a settled policy, and short independent lines of road seemed to lose 
their identity and to become parts of great trunk lines, and asso- 
ciations were formed which embraced all the managers of roads in 
a State or section of the country. To these associations were re- 
mitted many questions of common interest, including such as are 
above referred to. Classification was also confided to such asso- 
ciations, it being evident that differences in classification were seri- 
ous obstacles to a harmonious and satisfactory interchange of traffic. 
But what perhaps more than anything else influenced the forma- 
tion of such associations and the conferring upon them of large 
authority, was the liability, which was constantly imminent, that 
destructive wars of rates would spring up between competing roads 
to the serious injury of the parties and the general disturbance of 
business. 

Accordingly, one of the chief functions of such associations has 
been the fixing of rates and the devising of means whereby their 
several members can be compelled or induced to observe the rates 
when fixed. And in devising these means the chief difficulty was 
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encountered. Agreements upon rates were voluntary arrangements 
which could be departed from at pleasure, and if they had behind 
them no sanction, they were not likely to stand in the way of a 
war of rates when the provocation to one seemed sufficient. Ac- 
cordingly, the scheme of pooling freights or the earnings from traf- 
fic was devised and put in force through the agency of these asso- 
ciations, as a means whereby steadiness in rates might be main- 
tained. The scheme was one which was made use of in other 
countries and had been found of service to the roads. 

The pooling system was looked upon with distrust by the pub- 
lic, mainly because it seemed to be a scheme whereby competition 
between the roads could be obviated, and rates for railroad serv- 
ice put up or kept up to unreasonable figures. But if railroad man- 
agers supposed that by this scheme they were to stop competition 
among themselves, the result has not answered their expectations. 
The competition has still gone on; each road striving to obtain as 
large a share of the business as possible, and no agreement among 
them could altogether prevent a yielding to the pressure of shipper 
for lower rates. 

In 1877, when the pooling system was put in force by the Trunk 
Line Association, the rates charged on the first, second, third and 
fourth classes of freight from New York to Chicago were, respec- 
tively, 100, 75, 60 and 45 cents a hundred pounds. They are now 75, 
65, 50 and 35 cents, but the classification as to many articles has in 
the meantime been reduced, so that the actual reduction is greater 
than these figures would indicate. Rates from Chicago to New 
York are also proportionately less. A similar result has been ap- 
parent elsewhere. The pooling system has done much to maintain 
steadiness in rates, but the managers have not been able by means 
of it to keep rates up to former standards. It has done something, 
however, to check the prevailing tendency to consolidation. The 
motives to consolidation are diminished by any contrivance which 
removes obstacles to the interchange of business and increases the 
facilities and conveniences for uninterrupted commercial inter- 
course. 

The act to regulate commerce, expressing in that particular the 
desire of Congress to preserve to the people the benefits of compe- 
tition, contains the following provision: 

That it shall be unlawful for any common carrier subject to the 
provisions of this act to enter into any contract, agreement, or com- 
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bination with any other common carrier or carriers for the pooling 
of freights of different and competing railroads, or to divide be- 
tween them the aggregate or net proceeds of the earnings of such 
railroads, or any portion thereof; and in any case of an agreement 
for the pooling of freights as aforesaid, each day of its continuance 
shall be deemed a separate offence. 

But while thus prohibiting pooling the act undertakes to give 
by other provisions some of the securities which railway managers 
had hoped might be realized from that device. The seventh sec- 
tion provides : 

That it shall be unlawful for any common carrier subject to 
the provisions of this act to enter into any combination, contract, 
the carriage of freights from being continuous from the place of 
schedule, carriage in different cars, or by other means or devices, 
or agreement, express or implied, to prevent, by change of time 
shipment to the place of destination, unless such break, stoppage, 
or interruption was made in good faith for some necessary pur- 
pose, and without any intent to avoid or unnecessarily interrupt 
such continuous carriage or to evade any of the provisions of this 
act. 

And in the third it is declared that — 

Every common carrier subject to the provisions of this act 
shall, according to their respective powers, afford all reasonable, 
proper, and equal facilities for the interchange of traffic between 
their respective lines, and for the receiving, forwarding, and de- 
livering of passengers and property to and from their several lines 
and those connecting therewith, and shall not discriminate in their 
rates and charges between such connecting lines; but this act shall 
not be construed as requiring any such common carrier to give the 
use of its tracks or terminal facilities to another carrier engaged 
in like business. 

The fourth section of the act has also important possibilities 
as a restraint upon reckless rate wars. The reductions when such 
wars are in progress have generally been made chiefly at competi- 
tive points a considerable distance apart; and when a reduction of 
rates at such points involves also a reduction to or from a great 
number of intermediate points, a resort to a cutting of rates that 
goes beyond the warrant of legitimate competition becomes unlikely 
in proportion as it would be injurious to the party inaugurating it. 
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The pooling of freights and of railroad earnings, so far as the 
Commission has knowledge or information on the subject, came to 
an end when the act took effect. But as pooling was only one of 
several purposes had in view in forming railroad associations, the 
leading associations have not been dissolved, but have been con- 
tinued in existence for other objects. Among these objects are the 
making of regulations for uninterrupted and harmonious railroad 
communication and exchange of traffic within the territory em- 
braced by their workings. Some regulations in addition to those 
made by the law are almost, if not altogether, indispensable. Thus, 
while the seventh section of the act forbids the carriers preventing 
shipments from being continuous by the device of changing time 
schedules, carriage in different cars, etc., it has not undertaken to 
provide for the making of such time schedules as would facilitate 
the continuous shipment, or to prescribe rules for the loading and 
movement of cars for that purpose. However desirable this might 
have been if it were practicable to make rules which, while general 
in their nature, should be sufficiently definite for enforcement as 
laws, it was doubtless perceived by Congress that these and many 
other matters of detail, though they might be of high importance, 
could not be wisely and effectively dealt with by general legisla- 
tion, but that such legislation must chiefly be restricted to provi- 
sions for regulation and to prevent abuse. 

Moreover, these matters of detail, to a considerable extent, in- 
volve the element of contract, and also of credit, w!ien one com- 
pany becomes the agent for another in the sale of tickets and the 
collection of freight moneys; and then they require the assenting 
minds of parties; and the number of parties whose minds are to be 
brought into accord being commonly very considerable, an associa- 
tion of officers or agents is made the means of bringing about the 
desired unity of action, and is also made a common arbiter, to pre- 
vent frequent and serious disturbances. 

Classification, also, as has been said, is not by the act taken out 
of the hands of the carriers, though a certain power of supervision 
is vested in the Commission ; and classification is not only best made 
by joint action, but if it were not so made and the methods of the 
roads thereby brought into harmony, it would probably become in- 
dispensable, however undesirable it might otherwise be, for the law 
to undertake to provide for it. Moreover, when classification is 
made and put into effect, it becomes necessary to make provision 
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for inspection or some sort of supervision of its application, in order 
to prevent its being employed as a device for giving preferences as 
between shippers. A fraudulent classification, through connivance 
of the agent in making out deceptive shipping bills, has often been 
resorted to for this purpose ; and as the fraud affects the competing 
carriers as well as the shippers who are discriminated against by 
means of the cheat, the carriers and the public alike are interested 
in such a supervision of the work of all the roads as will be likely 
to detect the fraud. Self-interest on the part of the carriers will 
impel to this supervision, and it is most generally done through some 
common agency. If it shall be fairly done as between the carriers 
themselves, it will tend to the protection of the public; and the 
benefits will be on the same line with those the act undertakes to 
establish or provide for. 

XI. REASONABLE CHARGES. 

Of the duties devolved upon the Commission by the act to regu- 
late commerce, none is more perplexing and difficult than that of 
passing upon complaints made of rates as being unreasonable. The 
question of the reasonableness of rates involves so many considera- 
tions and is affected by so many circumstances and conditions which 
may at first blush seem foreign, that it is quite impossible to deal 
with it on purely mathematical principles, or on any prin- 
ciples whatever, without a consciousness that no conclusion which 
may be reached can by demonstration be shown to be absolutely 
correct. Some of the difficulties in the way have been indicated 
in what has been said on classification; and it has been shown 
that to take each class of freight by itself and measure the reason- 
ableness of charges by references to the cost of transporting that 
particular class, though it might seem abstractly just, would neither 
be practicable for the carriers nor consistent with the public in- 
terest. 

The public interest is best served when the rates are so appor- 

tioned as to encourage the largest practicable exchange of products 

between different sections of our country and with foreign countries ; 

and this can only be done by making value an important consid- 
eration, and by placing upon the higher classes of freight some 
share of the burden that on a relatively equal apportionment, if serv- 
ice alone were considered, would fall upon those of less value. With 
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this method of arranging tariffs little fault is found, and per- 
haps none at all by persons who consider the subject from the stand- 
point of public interest. Indeed, in the complaints thus far made 
to the Commission little fault has been found with the principles 
on which tariffs for the transportation of freight are professedly 
arranged, while applications of these principles in particular cases 
have been complained of frequently and very earnestly. 

Among the reasons most frequently operating to cause com- 
plaints of rates may be mentioned: 

The want of steadiness in rates. 

The disproportion between the charges for long and those for 
short distances. 

The great disparity between the charges made for transporta- 
tion by roads differently circumstanced as to advantages. 

The. extremely low rates which are compelled by competition 
in some cases, and which may make rates which are not unreason- 
able seem, on comparison, extremely high. 

Some others will be mentioned further on. 

The want of steadiness in rates is commonly the fault of rail- 
road managers, and may come from want of care in arranging 
their schedules, or from want of business foresight. But more 
often perhaps it grows out of disagreements between competing 
companies which, when they become serious, may result in wars 
of rates between them. Wars of rates, when mutual injury is the 
chief purpose in view, as is sometimes the case, are not only mis- 
chievous in their immediate effects upon the parties to them, and 
upon the business community, whose calculations and plans must 
for a time be disturbed, but they have a permanently injurious influ- 
ence upon the railroad service because of their effect upon the public 
mind. When railroad companies determine for themselves what 
their rates shall be, it is not unnatural for the public to infer that 
the lowest rates charged at any time are not below what can be 
afforded at all times, and that when these are advanced the com- 
pany is reaching out for extortionate profits. 

Now, there are few important lines in the country that have not 

at some time in their history been carrying freight at prices that if 

long continued would cause bankruptcy. But to a large proportion 

of the public the fact that the rates were accepted was proof that 
they were reasonable ; and when advanced rates are complained of, 
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the complainants, to demonstrate their unreasonableness, go back 
to the war prices, and cite them as conclusive proof of what the 
companies then charging them can afford to accept. Many popular 
complaints have their origin in the ideas regarding rates which these 
wars have engendered or fed, and the evils of the controversies do 
not end when the controversies are over, but may continue to dis- 
turb the relations of railroad companies with their patrons for many 
years afterwards. 

It may be truly said, also, that while railroad competition is to 
be protected, wars in railroad rates unrestrained by competitive 
principles are disturbers in every direction. If the community reaps 
a temporary advantage, it is one whose benefits are unequally dis- 
tributed, and these are likely to be more than counterbalanced by the 
incidental unsettling of prices and interference with safe business 
calculations. The public authorities at the same time find that the 
task of regulation has been made more troublesome and difficult 
through the effect of war rates upon the public mind. These are 
consequences which result so inevitably from this species of warfare 
that it would naturally be expected that they would be kept con- 
stantly in mind by railroad managers. It is inevitable that the 
probability that any prescribed rates will be accepted by the public 
as just shall, to some extent, be affected by the fact that at some 
previous time they have been lower ; perhaps considerably lower. 

The disproportion between the rate charged an8 the distance the 
property is carried is also important in its effect upon the minds of 
those who have not the time or perhaps the opportunity to study 
the subject and understand the reasons. There are grounds on 
which short-haul traffic may be charged more in proportion to the 
distance of transportation than long-haul traffic, some of which 
anyone would readily understand and appreciate. Thus, it is seen 
that a considerable proportion of the carrier's service is the same, 
whether the transportation is for the short or for the long distance ; 
there must be the same loading and unloading, the same number of 
papers and entries on books, and so on. It is also seen that short- 
haul traffic is more often taken up and laid down in small quanti- 
ties, and for this reason the proportionate train service is much 
greater. 

But when all these considerations are taken into account it will 
still appear that the long-haul traffic is given an advantage in rates 
which must be accounted for on grounds which are not so readily 
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apparent. When the reasons are seen, it may perhaps appear that 
there is, in fact, no wrong either to the shippers, who are appar- 
ently discriminated against, or to the general public. 

It is not uncommon that in railroad freight service the rates for 
the transportation of a particular kind of property, instead of being 
regularly progressive, shall be found arranged on a system of 
grouping, whereby the charges to all points within a defined terri- 
tory shall be the same, though the distances will vary. Thus, at 
the present time the rates which are made from New York to Chi- 
cago are also made from New York to all points within a territory 
about Chicago, which includes some important towns in Western 
Indiana and Western Michigan. A question might be made by 
such towns whether grouping them with Chicago and making them 
pay the same rates is just, but the grouping system in general 
departs so little from the distance proportions that it is seldom the 
ground of complaint. 

There are cases, however, in which the distance proportions are 
purposely disregarded, and the doing so is justified by the managers 
on the negative ground that no one is wronged by it, and on the 
affirmative ground that the public is benefitted. Cases of the sort 
may perhaps be found about all our large cities in which the rail- 
roads, as to some particular agricultural production needed for 
daily consumption in the city, have gradually extended the area 
from which they would receive and transport it at the lowest rates, 
until they may be found carrying the article at the same price for 
100 miles as for 20. The low rate for the long distance has 
extended the area of production and benefitted the city, and it is 
possible to conceive of cases in which the opposite course, of taking 
distance into the account in all rate making, would have kept pro- 
duction so far restricted in territory that producers near the city 
could never have been given as low rates as they receive now, when 
they are charged the same as their more distant competitors. Where 
such a case appears, the failure to measure the charges from regard 
to distance could not dogmatically be pronounced unjust, if it 
appeared that the railroad on the one side, and the public on the 
other, was benefitted by the course actually adopted. But to increase 
the rates to the nearer producers, or even to keep them at a point 
which, though fair in the first place, has in the course of events 
become unreasonably high, in order to be able to put those at a 
distance on an equal footing in the market with such nearer pro- 
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ducers, would be manifestly unjust. Not even on ground of general 
public advantage do we understand that this would be justified, for 
public benefits, when they are to be had at the cost of individual 
citizens, can not rightfully, nor we suppose lawfully, be assessed 
on one class of the people exclusively. 

The great disparity in the charges of different roads for the 
transportation of the same kind of property is a prolific cause of 
complaint, sometimes justly founded and sometimes not. It is 
apparent sometimes in the complaints which are made to the Com- 
mission that the parties complaining hold the opinion, or at least 
have an impression, that the cost of transporting a particular spe- 
cies of property is substantially the same on all roads, and that 
consequently the charges made by one road may prove with tolerable 
certainty that the higher charges made by another road are unjust. 
If the circumstances and conditions under which the traffic is car- 
ried by the two roads are substantially the same, the comparison 
would be legitimate and the argument from it of very great force. 
But when any such comparison is made, there are some circum- 
stances having an important bearing upon rates which cannot be 
left out of view. Among these may be specified: 

The length of haul. — A thousand tons of wheat can be loaded, 
transported a thousand miles and delivered much more cheaply in 
proportion to distance than the same quantity can be loaded, trans- 
ported one hundred miles and delivered. 

The quantity hauled, — A trainload of coal can be transported 
more cheaply in proportion to quantity than a single carload, and a 
carload more cheaply than a hundred pounds. So if the business 
is large, though it be the transportation of many kinds of property, 
it can be done relatively more cheaply than if it were small. 

Return freights. — If lumber or other property in quantity is to 
be delivered at points where there will be return loads for the same 
cars, the delivery can be made much more cheaply than at points 
where return freights could not be expected. 

Cost of ft^oving trains. — This is very much less on some roads 
than on others by reason of lighter grades, cheaper fuel, less lia- 
bility to obstruction from storms, and other causes which may dis- 
turb the track or delay trains. 

. These are among the causes which have an important bearing 
on relative rates. Beyond these, the relative cost of roads must be 
allowed force also if the owners are to be permitted to charge such 
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rates as will make their investments remunerative. A complaint 
that rates are unreasonable may therefore require for its proper 
adjudication a careful inquiry not only into the circumstances and 
conditions of the road which makes them, and of the traffic upon 
it, but also into those of other roads whose lower rates are sup- 
posed by comparison to show the injustice of the rates com- 
plained of. 

But there are reasons which make it necessary, in adjudicating 
a case of alleged excessive rates, to consider rates on other lines 
or at other points, even when the complaining party makes no argu- 
ment or draws no conclusion from them. Questions of rates on 
one line or at one point can not be considered by themselves exclu- 
sively; a change in them may affect the rates in a considerable 
part of the country. Rates from the interior to New York neces- 
sarily have close relation to rates from the same points to Phila- 
delphia, Boston and Baltimore; rates from the seaboard to Toledo 
must have a similar relation to those from the seaboard to Detroit 
and other towns whose business men compete with those of Toledo 
in a common territory. Just rates are always relative; the act 

itself provides for its being so when it forbids unjust discrimination 
as between localities. This prohibition may sometimes give to com- 
petition an effect upon the rates beyond what it would have if the 
competitive forces alone were considered. 

The Commission has had occasion, where a railroad company 
operated lines which run parallel to each other, to hold that if the 
company yielded to competitive forces so far as to give towns on 
one line very low rates, the eflFect of such low rates upon the business 
of rival towns on the other line could not be ignored when their 
rates came under consideration. The natural influence of just com- 
petitive forces ought to be allowed as it would be as between two 
lines owned by different companies, and if the rates on one line 
were made very low because of competition, keeping the others 
high because the absence of competition enabled it to be done might 
amount, within the meaning of the law, to unjust discrimination. 
Consolidation of rival lines, or the bringing them under the same 
management, cannot justify ignoring on one line the effect of com- 
petitive forces on the other. Those forces always, when not unnat- 
urally restrained, have an influence which reaches beyond the points 
whose business is controlled by it, and by secondary effect modifies 
prices to more distant points. This is well understood in the trans- 
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portation business. The modifying eflFect of rates by lake and canal 
is perceived in the charges on all lines from the Mississippi to the 
seaboard; the rdtes to and from Duluth affect all charges in the 
Northwest to and from Chicago. Any arrangement by consolida- 
tion or otherwise that should undertake to eliminate this influence 
would, if made on a large scale, be futile, because it would antago- 
nize laws of trade and communication which would be too powerful 
for it, and on a small scale, affecting particular towns or small dis- 
tricts, it might be illegal from its manifest inequality or injustice. 

Competition. — ^A study of the act to regulate commerce has sat- 
isfied the members of the Commission that it was intended in its 
passage to preserve for the people the benefits of competition as 
between the several transportation lines of the country. If that shall 
be done the towns which have great natural advantages, or advan- 
tages acquired by large expenditures of money in establishing new 
thoroughfares of commerce, will have cheaper rates than can ordi- 
narily be obtained by towns less favorably situated. New York 
with its noble harbor, its central location, the Hudson River, and 
the Erie Canal for interior waterways, cannot be deprived of the 
benefits which spring from these great natural and acquired advan- 
tages without altogether eliminating competition as a force in trans- 
portation charges, and by an exercise of sovereign legislative power 
establishing arbitrary rates over the whole country. 

It might possibly be within the competency of legislative power 
to prescribe for the several interstate railroads equal mileage rates 
for the whole country; but this, if enforced, would put an end to 

competition as a factor in making rates, and to a very large extent 
deprive the great business centers of the country of their several 
natural advantages, and also of the benefit of expenditures made by 
them in creating for themselves new channels of trade. It would, 
in fact, work a revolution in the business of the country, which, 
though it might be beneficial in some 'li'-'^ctions, would be fear- 
fully destructive in others. Congress has not by the existing legisla- 
tion undertaken to inaugurate such a revolution. Nothing in the 
act to regulate commerce looks in that direction, unless it be the 
prohibition to charge more for a shorter than for a longer haul on 
the same line in the same direction, the shorter being included in the 
longer distance. But that prohibition is not absolute, and if it were. 
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a strict enforcement would necessarily be at the expense of the 
competitive centers which have heretofore had the exceptionally 
low rates. The rates have made them centers for a valuable whole- 
sale trade which they cannot expect to retain permanently in its 
entirety if they are deprived even in part of the advantages which 
they have hitherto had from the competition of rival carriers. The 
benefit which non-competitive points receive must be largely at the 
expense of the competitive. This is one of the inevitable conse- 
quences of perfecting the reform in the direction of basing rates 
upon distance more than has been the case hitherto. It is an inci- 
dental disadvantage to some which is supposed to be more than 
made up by the more equal apportionment of transportation 
benefits. 

The competition by water is the most important 'factor in forc- 
ing rates to a low level at the points where the lines of land and 
water transportation intersect. Where there are good channels of 
water transportation, the cost of moving traffic upon it is so very 
greatly below the cost of rail transportation that the railroads 
would scarcely be able to compete at all if rapidity of transit were 
not in most cases a matter of such importance that it enables the 
railroads to demand and obtain higher rates than are made by boat. 
But even when compensated for the extra speed, the rates which the 
roads can obtain if in competition with the natural waterways must 
be extremely low, and in some cases leave little if any margin for 
profit. The experience of the country has demonstrated that the 

artificial waterways can not be successful competitors with the rail- 

roads on equal terms. If the effort is to make the business upon 

them pay the cost of their maintenance and a fair return upon the 
capital invested in them, its futility must soon appear. The rail- 
roads long since deprived the great canals of Ohio, Indiana and 
Illinois of nearly all their importance, and the Erie Canal is only 
maintained as a great channel of trade by the liberality of the 
State of New York in making its use free, the State thus taking 
upon itself a large share of the cost of transportation which would 
be assessed upon the property carried if the canal were owned and 
held for the profit of operation, as the railroads are. 

In their competitive struggles with each other, towns cannot 
ignore the eflFect which the existence of natural waterways must 
have upon railroad tariff; the railroad companies cannot ignore it. 
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nor'can the Commission ignore it if competition is still to exist and 

be allowed its force according to natural laws. Neither can the 

great free Erie Canal be ignored; it influences the rates to New 
York more than any other one cause, and indirectly, through its 
influence upon the rates to New York, it influences those to all other 
seaboard cities, and indeed to all that section of the country. 

Other considerations bearing upon the reasonableness of rates 
might be mentioned, but enough has been said to show the difficulty 
of the task which the law has cast upon the Commission, and the 
impossibility that that task shall be so performed as to give satis- 
faction to all complaints. The question of rates, as has already 
been shown, is often quite as much a question between rival inter- 
ests and localities as between the railroads and any one or more 
of such localities or interests; but while each strives to secure such 
rates as will most benefit itself, the Commission must look beyond 
the parties complaining and complained of, and make its decisions 
on a survey of the whole field that, either directly or indirectly, will 
be affected by them. 

XII. GENERAL OBSERVATIONS. • 

The act to regulate commerce has now been in operation nearly 
eight months. One immediate eflFect was to cause inconvenience in 
many quarters, and even yet the business of some parts of the 
country is not fully adjusted to it. Some carriers also are not as 
yet in their operations conforming in all respects to its spirit and 
purpose. Nevertheless the Commission feels justified in saying 
that the operation of the act has in general been beneficial. In some 
particulars, as we understand has also been the case with similar 
statutes in some of the States, it has operated directly to increase 
railroad earnings, especially in the cutting off of free passes on 
interstate passenger traffic, and in putting an end to rebates, draw- 
backs and special rates upon freight business. The results of the 
law in these respects are also eminently satisfactory to the general 
public, certainly to all who had not been wont to profit by special 
or personal advantages. In connection with the abolition of the 
pass system, there has been some reduction in passenger fares, espe- 
cially in the charge made for mileage tickets in the Northwest, the 
section of the country where they are perhaps most employed. 

Freight traffic for the year has been exceptionally large in vol- 
ume, and is believed to have been in no small degree stimulated by 
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a growing confidence that the days of rebates and special rates were 
ended and that open rates on an equal basis were now offered ta all 
comers. The reflex action of this development of confidence among 
business men has been highly favorable to the roads. 

In some localities the passage of the act was made the occasion 
on tlie part of dissatisfied and short-sighted railroad managers for 
new exactions, through a direct raising of rates, by change in classi- 
fication and otherwise. The manifestation of the spirit which 
induced such action is now but seldom observed, and the wrongs 
resulting from it have in general been corrected. The effect of 
the operation of the fourth section has been specially described 
above, and the Commission repeats in this place its opinion that, 
however serious may have been the results in some cases, the gen- 
eral effect has been beneficial. The changes in classification made 
since the act took effect have been in the direction of greater uni- 
formity, and have also, in general, it is believed, been concessions to 
business interests. 

The tendency of rates has been downward, and they have sel- 
dom been permanently advanced except when excessive competition 
had reduced them to points at which they could not well be main- 
tained. No destructive rate wars have occurred, but increased sta- 
bility in rates has tended in the direction of stability in general 
business. There is still, however, great mischief resulting from 
frequent changes in freight rates on the part of some companies — 
changes that in some cases it is difficult to suggest excuse for. 

XIII. AMENDMENTS OF THE LAW. 

The Commission has not seen occasion for recommending any 
very considerable changes in the act under which its work is per- 
formed. It has seemed to members that the law for the regulation 
of interstate commerce should be permitted to have a growth, and 
that it would most surely as well as safely attain a high degree of 
efficiency and usefulness in that way. The general features of the 
act are grounded in principles that will stand the test of time and 
experience, and only time and experience can determine whether 
all the provisions made for their enforcement are safe, sound and 
workable. When they prove not to be, experience will be a safe 
guide in legislation to perfect them. 

Incidentally in this report some need of amendment has been 
pointed out. Especially ought the law, as we think, to indicate in 
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plain terms whether the express business and all other transporta- 
^ tion by the carriers named in the act shall be governed by its pro- 
visions. The provision against the sudden raising of rates ought to 
be clearly made applicable to joint rates, as well as to others. The 
Q)mmission ought also to have the authority and the means to bring 
about something like uniformity in the method of publishing rates, 
which is now in great confusion, and to carefully examine, collect, 
and supervise the schedules, contracts, etc., required by the law to 
be filed, as well as properly to handle the mass of statistical infor- 
mation called for in the twentieth section. For all these purposes, 
as well as for others imperfectly provided for, a considerable addi- 
tion to the force employed with the Commission will be indis- 
' pensable. 

Other matters, and particularly whether transportation by water 
shall be made subject to the act, are submitted to the wisdom of 
Congress without recommendation. 

All which is respectfully submitted. 

Dated Dec. 1, 1887. 

Thomas M. Cooley^ 
William R. Morrison^ 
Augustus Schoonmaker^ 
Aldace F. Walker, 
Walter L. Bragg, 
Interstate Commerce Commissioners, 

personnel of the commission. 

Thomas M. Cooley (1824-1898), eminent constitutional jurist; 
born in Attica, N. Y. ; moved to Michigan 1843 ; justice of Supreme 
Court of that State, 1864-1877; professor of constitutional and 
administrative law and political science, etc.. University of Michi- 
gan, 1881-1886; appointed member of Interstate Commerce Com- 
mission upon its creation in March, 1887, by President Qeveland 
and unanimously elected its first chairman; resigned on account of 
ill health, 1891; author of numerous works, especially on constitu- 
tional law. 

William R. Morrison (1825-1909), soldier, lawyer, represen- 
tative democrat; bom Monroe County, Illinois; served in Mexico 
and in the Civil War; elected to Congress from the field, 1863; 
chairman Ways and Means Committee, 1873-75 and 1883-87 ; advo- 
cated horizontal reduction of the tariff; appointed to the Interstate 
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Commerce Qjmmission by President Cleveland, 1887, and reap- 
pointed by President Harrison in 1892 ; succeeded Judge Cooley as 
chairman in 1891 ; retired to resume practice of the law in 1898. 

Augustus Schoonmaker, of New York. 

Aldace F. Walker (1842-1901), soldier, lawyer, railway 
authority ; born Rutland, Vt. ; served in Civil War 1862-1864, mus- 
tered out as lieutenant-colonel ; practiced law in Rutland and mem- 
ber of State Senate, 1882-1887; appointed to Interstate Commerce 
Commission in 1887 by President Cleveland; retired 1889; in 1894 
appointed receiver of Atchison, Topeka & Santa Fe Railway Com- 
pany and elected chairman of board on reorganization in 1896. 

Walter L. Bragg (1838-1891), soldier, lawyer; born in 
Lowndes County, Alabama; served in Confederate Army through- 
out Civil War; resumed practice of law; first president Alabama 
State Bar Association, 1878; elected Alabama Railroad Commis- 
sion, 1881 and 1883; appointed Interstate Commerce Commission 
in 1887, by President Cleveland, and died in office. 
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REGULATION OF INTERSTATE COMMERCE 

By the Hon. Martin A. Knapp, 
Chief Justice of the Court of Commerce. 

(Abstracts made for the "Railway World" from the three Addresses 

by Judge Knapp before the Houston Club of the University 

of Virginia, Nov. 15, 17 and 20, 1911.) 

EXTRACTS FROM ADDRESS OF NOVEMBER 15. 

I direct my attention in this discourse solely to the agencies 
of commerce — the railroads. Why should carriers be regulated? 
The right goes back to primeval days. Man, in those times had 
ways of passage from one hunting field to another, from his rude 
abode to the places where he found his food and his sport. When 
man advanced in civilization, the right of way was one of the first 
fixed by ancient custom, and finally by law. Then came the es- 
tablishment of the highway and the street. It may well be said 
that the street is the foundation of the State. 

Government has three important functions: To give security to 
the person, protection of property and assurance of equal use of 
the highways. Henry George, the brilliant and not altogether mis- 
taken thinker, declared once: "What diflference is there between a 
man owning all the land and owning all the people? For if he* owns 
the land he will own the people who are forced to dwell thereon." 
I amend that by saying that the person who owns the highways owns 
both the land and the people. 

There is an inherent right to equal use of the highways and the 
rise of the great railway system has not altered this in the slight- 
est. It is regarded as settled, therefore, that the large shipper must 
not be favored over the small shipper; that communities may not 
suffer from discrimination in rates; that schedules may be exam- 
ined by the Government ; that rebating and other evil practices shall 
be punished, and that unfair rates may be changed. In the wisdom 
of our legislatures the giving of rebate and special privileges has 
been made a criminal misdemeanor. Its practice was once preva- 
lent. It is now as rare as forgery or burglary. 

Our whole national future depends upon the solution of these 
problems of interstate commerce. If we are to go forward the 
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revenues of the railroads should be sufficient to pay such a return 
upon honest investment that capital may be attracted for the con- 
struction and extension of railways and the development of regions 
that await us. The revenues should be large enough to pay all em- 
ployes wages which will make national prosperity. 

Our method of dealing with the railroads is still in the experi- 
mental stage. You students of this great university will know the 
result after we have passed on. I see serious dangers in the present 
condition. Congress is constantly agitated. So are the legislatures 
of all the States. Forty State commissions are wrestling with the 
subject. There is the menace of stubborn conflict between the rail- 
roads and their two million organized employes. Finally, there is 
a menace of political influence. If the regulation which is now 
sought to be enforced shall be found inadequate, Government own- 
ership of the railroads is the only alternative. 

The regulation of interstate commerce is one of the most com- 
manding and certainly one of the most conspicuous subjects now 
before the public. The provision in the Federal Constitution giv- 
ing to Congress the right to regulate commerce with foreign na- 
tions, between States and with the Indian tribes, has not only stood 
the test of past generations, but appears to be adequate for our 
marvellously changed modem conditions. 

The history of litigation based upon this constitutional pro- 
vision is illuminating. The first case to come before the United 
States Supreme Court upon this subject was not reached until 
1834, one-third of a century after the adoption of the Constitution. 
Until 1840 only four cases came before that tribunal. Between 
1840 and 1860 fifteen more cases were heard. Between 1860 and 
1880 there were fifty cases. In the decade between 1880 and 1890 
seventy-eight cases were heard by the highest court in the land, more 
than were decided in all previous years of our national existence. 
Since 1890 hundreds of these cases have come before the Supreme 
Court, and the number is increasing steadily. 

In the first case that was brought before the Supreme Court 
an attempt was made to restrict within narrow bounds the constitu- 
tional rights of Congress. Chief Justice John Marshall rejected the 
application for such restriction, and declared that the power to 
regulate commerce given to Congress knows no limit other than 
the Constitution. 
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A concurrent opinion by Associate Justice Johnson, which is 
little known, declared that not only the articles and subjects of 
interstate commerce may be regulated by Congress, but that all the 
agencies and facilities entering into such commerce are also within 
the regulation power of Congress. 

EXTRACTS FROM ADDRESS OF NOVEMBER 17. 

Congress has the authority under the Constitution to regulate 
not only the rates that may be charged by the carriers, but has also 
the power to dictate the location of the interstate lines. No at- 
tempt has ever been made to exercise this power, but it may be that 
the time will soon come when such eflforts will be made. 

That which is true of the power to regulate the location of rail- 
roads is true also of the power to regulate the construction of inter- 
state lines. This is an untried arid a practically unlimited field for 
regulation and one that promises to be invaded in the near future. 

So far as the regulation by Congress of the operation of rail- 
roads is concerned, we have examples of that in the laws relating 
to the use of safety appliances, of the hours of workmen's service 
and of the stoppage of live stock trains for the purpose of getting 
food and water. 

A recent decision that all the cars and locomotives of a certain 
railroad must be equipped with safety appliances under the federal 
law, although these vehicles do not carry one pound of interstate 
freight opens tremendous possibilities in the way of future regula- 
tions that are just being appreciated by lawmakers and railroad 
officials. 

Concerning the regulation of railroads with each other, I made 
it plain in my lecture last Wednesday that I am not in sympathy 
with attempts to compel common carriers to compete in rates and 
other matters. It is right and proper to compel competition in the 
buying and selling foodstuffs and other products. That makes 
business and is the very life of trade. But transportation is a public 
service. It is not property. It is akin to a governmental function. To 
me, it is clear that all governmental functions should be exercised 
for the benefit of all and with equal advantages to all. 

The farmer who freights only one package a year should be 
served as well an^ as cheaply as the manufacturer who sends his 
products by daily carloads. The importer who forwards only a 
small consignment should have the same opportunity of access to 



72 The Railway Library. 

the home market that is given to the concern that imports shiploads 
at a time. 

It is in the relation of interstate carriers to their employes that 
we face one of the gravest problems of modern civilization. Its 
complexity baffles us. Its magnitude dismays. The enormous in- 
crease in the number of employed and the enormous decrease in 
the number of employers are largely responsible for our present 
troubles. 

A century ago it was the rule that an employer was master 
over about forty or fifty workers. He came into close, constant 
contact with his servants. They had almost as much to say in the 
labor problem as he had. They could bargain directly with him for 
their services and their differences were adjusted face to face. 

Today it is not uncommon to find hundreds of thousands of 
employes under a single directing head. The consequence is the 
necessity for labor organizations, in which, by the way, I firmly 
believe. What chance would one workman have today if he at- 
tempted to bargain for the sale of his services to a great corpora- 
tion ? He must associate with other workmen to protect his rights 
and to better his condition. 

Society has provided an excellent method for the settlement of 
individual disputes in the establishment of courts. There men may 
submit their differences and have them adjudicated. Society is not 
greatly concerned with the rapidity, the justice nor with the after- 
relations of the parties. It only wants the dispute settled. 

With industrial disputes, the case is very different. Society is 
gravely concerned in their speedy settlement and in the re-estab- 
lishment of friendly relations between the parties. The work for 
the common good must go forward. Trains must be moved. Com- 
merce must not be impeded. Settlement must be made of dis- 
putes that occur and that ought to occur concerning wages, hours of 
labor and similar things. 

I have long doubted the expediency of arbitration, and particular- 
ly the so-called compulsory arbitration. As well might we speak 
of a white blackbird. The essence of arbitration is the voluntary 
submission by both parties of their causes to the arbitrators. There 
can be nothing of a voluntary character in compulsory arbitration. 

A law was passed in 1898 which is known by the name of its 
proposer as Erdman's act. It provides among other things that 
when the employes of certain kinds of interstate carriers have a 



Regulation of Interstate Commerce. 73 

dispute with their employers, either side to the argument may 
petition the chairman of the Interstate Commerce Commission and 
the United States Commissioner of Labor to act as mediators for 
the purpose of adjusting the trouble. 

In the event that such adjustment may be found to be impossible, 
there shall be an attempt at arbitration, each side naming an arbi- 
trator and these two choosing an umpire. In the event that no um- 
pire can be agreed upon, the chairman of* the Interstate Commerce 
Commission is authorized to appoint that official, who, of course, is 
the whole court in reality. 

Although this law was enacted in 1898, it was not until eight 
years later that it was anything but a dead letter. Prosperity per- 
haps tended to prevent its use before that time. Since 1906, it 
has been my duty and pleasure as chairman of the Interstate Com- 
merce Commission to participate in its useful administration with 
virtually uniform success. 

An example of the change that has come into the public mind 
since the enactment of the law is afforded by a certain railroad. 
Just after the law was passed, employes of a number of roads com- 
plained of certain grievances and requested Carroll D. Wright, 
then Commissioner of Labor, and myself to enforce the act. We 
wrote to the presidents of the affected roads and received prompt 
and courteous replies to the effect that they could recognize no 
right in outsiders to interfere with the wages or the hours of their 
workers or with any other affair of the company that was purely a 
matter of business. 

In 1907 I received a similar request from the employes of one 
of the railroads concerned in the former affair. I telegraphed to 
the president who had written one of the courteous refusals years 
ago. The next day he was- in my office and was eager for our 
intervention. 

Workmen will try to get all the wages they can and em- 
ployers will try to hire as cheaply as they can. The worker has 
a perfect right to quit work and the employer has an undoubted 
right to replace him. The courts have the power to adjudicate 
differences of this kind. There is a contractual relation, one that 
concerns the future, not the past. Not only must the differences 
be reconciled, but both parties must be friends. 

It is the recognition of the public as the third party to all such 
disputes that makes governmental mediation practicable. The need 
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for such interposition is apparent. It may have to come soon. 
Strikes do not come out of a clear sky. The suggestion is one that 
should be considered by all who desire the peaceable, permanent 
adjustment of the disputes that unsettle business and are menaces 
to public peace. 

EXTRACTS FROM ADDRESS OF NOVEMBER 20. 

Among the difficulties of regulation prominent places should be 
accorded to these : To see that the rates are just ; to prevent need- 
less discrii.unation ; to control the relations between carriers and 
employes and between carriers and carriers; to locate interstate 
lines ; to dictate their construction, and many others. 

If regulation is to be exercised in these unexplored fields see 
what a tremendous task confronts us; of what appalling dimen- 
sions. It is not impossible to think that the system might break 
down of its own weight. The volume of administrative details may 
be beyond the successful capacity of public administration. If we 
go to such an extent as fully and completely to control railways 
there may be so little room left for individual initiative and enter- 
prise, so little chance for investment, such small opportunities for 
gratifying a career, that our railway performances may become in- 
diflferent, fail to respond to public need and lack of progressiveness. 
It is a problem of magnitude and delicacy. How far shall we go 
and still retain the advantages of private ownership ? 

It is conceivable that the extent of regulation may be little 
short of public ownership in fact and lead to that in law. 

Next, said the Judge, is the problem growing out of the coun- 
try's dual form of government. Said he: "The conflict between 
the Federal and State government is liable to reach rather an acute 
stage in the near future. The more closely we examine this ques- 
tion, the more clearly it appears that this service cannot be sub- 
jected to dual authority." The speaker gave instances to show the 
sometimes sharp conflict between the State and the Interstate Com- 
merce Commissions. It is entirely possible, he said, for the State 
to fix intrastate rates, and thereby affect vast volumes of interstate 
traffic. This, it was pointed out, leads to a country- wide readjust- 
ment of rates. The question of rates is one which affects the 
whole country and all the people should be fairly and equally 
recognized. 

Then, Judge Knapp began a consideration of the financial prob- 
lem involved. "It is a question," he said, "of national policy; the 
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adjustment of rates to yield that net revenue which on the whole 
will prove to be to the advantage of the country at large. We 
should permit pur railroads to earn enough so that the railroad 
business may be attractive to investors, so that men may have an 
opportunity for careers, so that wages may be adequate and im- 
provements and new lines paid out of revenues without an in- 
crease of securities. Then the question will come, how shall earn- 
ings be adjusted with reference to these questions? It will be 
possible to cut down earnings without actually confiscating prop- 
erty ; to reduce rates as far as possible, with the chance of resultant 
stagnation and failure to meet the demands of the future. By mak- 
ing the rates too liberal, the railroad business would be made over- 
attractive. 

"This might lead to needless construction, as was the case in 
the three feverish decades following the Civil War, when many 
receiverships occurred. Suppose we attain the ideal condition. 
Then how will rates be apportioned between the diflferent articles? 
Let me suggest some thoughts. More consideration has been given 
to the cost of carriage than to the value of the service. We don't 
make enough diflference between the rates for the necessaries and 
luxuries. On shoes, for instance, the rate hardly affects the price 
to the consumer. The transportation tax on many of the necessaries 
of life is 20 per cent ; on luxuries, less than % of 1 per cent. Some 
day there will be an insistence that luxuries pay their proper share 
of the taxes for transportation. What is an ideal or desirable ap- 
portionment? Most articles of luxury go at rates really inappre- 
ciable so far as the price to the consumer is concerned. Shall we 
not insist on a greater difference ? The rate should be more in pro- 
portion to the value than is the case at present. I don't say that this 
is the way to fix rates, but ought we not give more recognition to 
the value of the article than the actual cost of service?" 

What the speaker described as an unending problem came up 
next. This pertains to the adjustment of rates between different 
communities. Each city, it was pointed out, tries to enlarge its 
distributing trade. For instance, said the Judge, other things bemg 
equal, the bulk of foreign trade goes through New York, because 
it is the financial center of the country and because more ships stop 
in its harbor. "Therefore," argued Judge Knapp, "unless the rate 
in either direction through Philadelphia be somewhat less than 
through New York the tendency is to deprive Philadelphia of its 
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share of traffic. I don't believe in too much concentration. I be- 
lieve that diffusion makes for better economic and social conditions." 

The lecturer then referred to the fact that foreign trade rates 
are considerably lower than are allowed to domestic trade. "I 
can't see," he said, "why the import rate from New York should 
be materially less than the domestic rate. A solution of this prob- 
lem, said the Judge, might be found by allowing associated action 
by the railroads for the purpose of holding up import rates against 
the foreigner." 

Differentials next came into review. Judge Knapp declared that 
the import rates ought to be differentiated along the entire Atlantic 
seaboard that there might be a wide diffusion of the business from 
Montreal to Galveston. This will be hard to arrange, he pointed 
out, but it might be done in the process of time. 

The famous "long and short haul" clause also was treated of. 
Judge Knapp offered this thought in connection with the subject: 
"Physical distance is one thing; commercial distance is another." 
Summing this question up, he said : "It is desirable that each com- 
munity should have the freest opportunity to compete as a buyer 
and seller. Just now you are interested in what the rates should 
be from Philadelphia to the Middle West as compared with the 
rates from Boston or New York. 

"The difference in the distance to, say, Idaho is insignificant, 
but are there not other differences which should give Philadelphia 
lower rates? This is a question to test the wisdom of statesman- 
ship and to tax the resources of public administration." 
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THE COMMISSION ABOVE THE COURTS 

Hon. Charles A. Prouty. 

(Address before the Traffic Club of Pittsburgh, March 28, 1912. 

Reprinted from the Official Report.) 

The exacting nature of my official duties and the mandate of my 
physician both forbid my being here tonight, but the fame of the 
Pittsburgh Traffic Club is such that I could not resist the opportunity 
of meeting with you. 

There was also in this case a certain personal element. Thirty-six 
years ago I spent a year in the Allegheny Observatory as the assistant 
of Prof. Langley, who was then at the head of that institution. Every 
night for that twelve months I looked down on the smoke and fires 
of Pittsburgh, and on the first day of each one of those twelve 
months I wended my way from the Observatory to some place which 
I can not now exactly locate, and there received my monthly stipend 
from a Mr. Thaw, who was the treasurer of the Observatory. He 
was at that time, as I now recollect, a vice-president of the Penn- 
sylvania Railroad Company, and while I am sure that Mr. Thaw 
never noticed me, I can assure you that I took many a good look 
at him. 

Wonderful is the transformation which has occurred in the 
physical aspect of these regions ^ince then. Nowhere in this whole 
land has wealth been produced in such marvelous abundance as 
here, and nowhere is the evidence of that wealth more manifest; 
but equally striking is the social and political change as evidenced 
by the fact that I come back here tonight after thirty-six years in 
the capacity which I occupy. K that stout vice-president of the 
Pennsylvania could have been convinced that the stripling who ap- 
plied to him each thirty days for his $83.33 was one day to be the 
presiding officer of a tribunal which regulated the aflfairs of the 
vast properties over which he presided, he would have felt as did 
the hero of Virgil when the gates of Hades opened before him and 
exposed to his astonished view the wonders of those regions ; comae 
erectae, vox faucibus haesit, his hair would have stood on end and 
his voice would have stuck in his throat. 

I do not mean that there is anything so marvelous in the em- 
bryonic astronomer having delevoped into the regulator of railroad 
rates. In these days almost anybody may land almost anywhere. 
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When I first knew your distinguished toastmaster he was presiding 
over the destinies of some insignificant bureau in the Southwest — 
and he may wish he was still there before our Express investigation 
ends. It is no more wonderful that I should have become chairman 
of the Interstate Commerce Commission than that he should have 
got to be the president of Wells, Fargo & Company Express. A§ I 
look about me and observe the familiar countenances of those 
gentlemen who preside over the business destinies of this country 
I am filled with an amazement almost equal to that begotten of the 
contemplation of my own career. If there is before me a young 
man who feels, as did Sir Walter Raleigh in the presence of his 
august sovereign, "Fain would I climb but that I fear to fall," I 
should say, not as did Queen Elizabeth, "If thy heart fail thee, do 
not climb at all," but rather would I say, "Despair not, young gentle- 
man, time and good luck may do for you all that it has for us." 

The significant thing about this situation is not the individual 
but the national aspect; not that I should happen to be chairman 
of the Interstate Commerce Commission, but that there should be 
a tribunal of any sort which can say to the Pennsylvania Railroad, 
"So much and no more shall you charge for a transportation service." 
It is that thing which would have been utterly incredible to Mr. Thaw 
and to the age in which Mr. Thaw lived. 

My doctor says to me among other things that I must not allow 
myself to get mad. When a man comes to that point of decline that 
he can no longer with impunity become excited, he has ceased to be 
an eflfective machine. He may exist for some years but his period 
of accomplishment has ended. He enjoys, however, certain privi- 
leges. He may recount the achievements of the past and he may 
advise as to the future. 

I became a member of the Interstate Commerce Commission in 
December, 1896. The following spring, as I now remember it, the 
Supreme Court of the United States handed down its decision in 
what was known as the Maximum Rate Case, holding that the 
Commission had no authority to prescribe a maximum rate. Not 
long after this I wrote an article which was published in some maga- 
zine, taking the ground that there could be no regulation of the in- 
terstate railroad rates of this coimtry without the exercise of that 
power. The views which I then expressed were bitterly condemned 
by almost every leading newspaper east of the Mississippi and north 
of the Potomac and Ohio rivers as socialistic and impossible. 
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What at that time was regarded as an extreme doctrine has 
come to be axiomatic. It is universally assumed today that inter- 
state rates and practices must be regulated, and that they can only 
be regulated by prescribing the rate or the practice for the future. 
Nor is it within the realm of possibilities that the old order of 
things and the old set of ideas can ever return. 

Are conditions today better or worse than they were fifteen 
years ago? 

From the standpoint of the shipper they are infinitely better. 
Today every man pays the same rate as his competitor, every man 
knows what that rate is and can assume that his contract will be 
fulfilled upon the same rate under which it was made. There is a 
tribunal with power to hear and correct alleged grievances. 

Upon the part of the railroad the answer should be the same. 
It must be certainly more comfortable to the traflSc ofHcial to act 
within than to be habitually without the law ; but disregarding the 
sentimental and moral aspects and looking only to the financial 
aspect, still today is better than then. 

In 1897 the great railroad systems of this country did not es- 
tablish their rates of transportation. These rates were made by 
powerful shippers, by insignificant competitors. When once made 
they could not be maintained. 

Today, owing partly to a saner way of thinking and in part to a 
greater unity of operation, railways can control their rates. It 
would today be possible to very materially advance the published 
railway rates of this country and when once the rate has been filed, it 
must be and is maintained. 

Upon the other hand the government now exercises the right 
of determining what rate shall be filed. From now on what the 
grqss revenues of our railroads shall be rests with the government, 
mainly and increasingly with the federal government This being 
so, what security can the railroad investor feel that this authority 
will be justly exercised? What assurance is there that rates will 
not finally be forced down to an unprofitable level or if the increas- 
ing cost of operation makes an advance in rates necessary, that this 
advance will be permitted? In a word, what protection has the 
vast investment which is represented by the railways of this country ? 

First of all, there is the protection of the courts, and this, I 
think, our financial interests mainly rely upon. In my own opinion 
that protection will not prove satisfactory. 
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Under the Constitution of the United States the functions of 
government are divided into the executive, legislative and judicial, 
and the functions of one branch of the government cannot be dis- 
charged by any other. The Supreme Court of the United States 
has itself declared that the making of a railway rate is a legislative 
function. There is no rule of law by which the reasonableness of a 
rate can be determined, there is no exact formula upon which it 
can be computed. When thought out it will be seen in every case the 
determination of a reasonable railway charge involves the exercise 
of judgment brought to bear upon the circumstances of each case. 
This is the method by which the traffic official makes the rate and 
his action must be revised by the same method if it is to be fairly 
and intelligently examined. 

The Constitution of the United States forbids the taking of 
private property without due compensation. The legislature cannot 
so adjust the charges of a railroad as to deprive that railroad of a 
fair return for the use of its property as a whole. But there is no 
requirement either of the Constitution that the rate on sugar shall 
bear a certain relation to the rate on salt, or that the charge for 
transporting coal from a certain locality shall bear a given relation 
to the rate from a certain other locality, nor even that a certain 
part of the revenue shall come from the handling of passengers ^nd 
another part from freight. These questions are all legislative. The 
court can only inquire whether the net result yields to the carrier 

a fair return, whatever that may signify. 

In the past the courts have persisted in invading the legislative 
domain, but this will not, I think, be permanently permitted. There 
can be no intelligent review of a legislative act by judicial process. 
There can be no effective regulation of railway rates so long as the 
administrative acts of the regulating body can be reviewed by the 
courts. Ultimately the legislature will be left supreme in that do- 
main where the exercise of legislative judgment is required. 

This means that the court can stand between the railway and 
confiscation, but that it will not be allowed to determine how 
profitable the railway investment shall be, for that is not the busi- 
ness of a court. In all that vast realm covered by the word reason- 
able, within that zone bounded by confiscation on one side and a 
reasonable rate on the other, the legislature will dominate. 

It should also be borne in mind that this protection which our 
railroads now have in the courts, and which I for one would be glad 
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to see left there, is properly exercised, can at any moment be taken 
away altogether. We act under a written Constitution which is at 
any time susceptible to amendment. If it becomes clearly apparent 
that in its present form our Constitution lends itself to injustice 
and prevents the accomplishment of the right, then it will in due 
time be changed. I have for a long time thought that the outcome 
of all this conflict between legislature and court was likely to be an 
amendment to our Constitution depriving the court of all power to 
set aside a legislative enactment dealing with private monopoly. Our 
courts do not today possess the confidence of the masses as is evi- 
denced by the favor with which this demand for the recall of judges 
and the decisions of judges meets whenever it is put to the test of a 
popular vote. The reason for this is to be found very largely in 
the disposition of judges, especially of federal judges, to invade the 
legislative domain and restrain legislative action. In no other civil- 
ized land, so far as I know, do courts possess the power to set aside 
the deliberate act of the legislature, and unless they exercise that 
power with extreme caution in this land of ours they will be de- 
prived of it. 

I have no patience with the idea so persistently urged in certain 
quarters that no man has any just regard for the rights of property 
unless he be a judge; that the putting on of a gown, like the anoint- 
ing of the prophets of old, endows him with some especial spirit of 
fairness. 

The law of the land has declared that the legislative branch of 
the government may regulate railway charges. It has provided that 
the abuse of that power may be. restricted by the courts. So long 
as the power is honestly and fairly exercised, the only relief against 
it must be by an appeal to the legislature itself. Many years ago I 
began to urge my railroad friends that their true interest lay not in 
obstructing regulation, but rather in making it fair and intelligent. 
Every day adds to my conviction that this is profoundly true. Your 
real protection, gentlemen of the railway world, lies in the intelli- 
gence and justice of the regulating body, whatever that may be. 

It will come to this: the railway rates of this country will be 
established by commissions, state and federal, of which the federal 
commission will be the most significant both because the rates upon 
which it acts are of the most consequence and because its decisions 
will finally command the respect of state commissions. The people 
will be content to keep their hands off the conclusions of these bodies 
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and will insist in the main that the courts shall be equally respectful. 
The qualifications of these tribunals is the all-important thing to the 
railways. 

Many years ago I said in jest that if ever the Interstate Com- 
merce Commission was worth owning, the railroads would own it. 
That statement I must retract. The Commission has become worth 
owning and the railways do not own it. So far as my observation 
goes, they have never attempted to own it, and let me urge you, 
gentlemen, to most resolutely persist in this course. If by any 
chance it should come to be believed that you dominated that body 
it would be of little service to anybody. Just in proportion as the 
Commission is understood to be and is independent of all influence, 
both upon the side of the shipper and the railway, it may be of 
benefit. 

Speaking to shipper and railroad alike, let me say: Put into 
that body the strongest men who can be induced to go there. In the 
past the position has not been an attractive one. In the future it 
will be more likely to draw to itself men of ability. The work is 
arduous and the responsibility is great, but the position is becoming 
one of greatest authority, and the exercise of that authority will 
finally come to carry with it distinction. 

When the proper man is appointed, educate him. Do not call 
him a fool. You may entertain that opinion and your opinion may 
be justified, but none the less, the process of education is not best 
conducted in that way. Remember that he is a novice, give him 
your point of view, get if possible his point of view. It may hap- 
pen that a railroad traffic official will himself learn something while 
educating his Commissioner. Let me impress upon you that it is of 
the greatest importance that you should present accurately and force- 
fully the considerations which have induced you to make the rates 
which you defend. I do not say the reasons because it frequently 
happens that there are none. 

When once you have educated your Commissioner, keep him. 
Even if he be not susceptible of education according to your way 
of thinking, still if he is an honest man, keep him. Age gives to 
wine a mellowness which nothing else can; time gives to an Inter- 
state Commerce Commissioner ability which nothing else will; he 
comes to see things from more angles and by a diflferent light. Un- 
consciously he grows wiser, and without quite knowing how or why. 
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becomes more capable of viewing and deciding. In no place does 
more experience count for more. 

I do not myself favor a life tenure. The present term is long 
enough, but reappointment should be a matter of course unless there 
be some overwhelming reason to the contrary. 

What is to be the final effect on railroad investments ? This is 
the question to which you desire an answer. 

That answer, however, I can give you no better than you. When 
the day of pressure comes, I shall not be there. I know not who my 
successor will be, nor whom he will have for his associates. Let me, 
however, state the elements which should determine that answer as 
they present themselves from my standpoint. 

This property of yours is at the foundation of all industrial and 
commercial activity. Until everything changes railroads will be the 
same absolute necessity which they are today. 

No great railroad system today need fear that its business will 
be seriously invaded by any competitor. The construction of new 
lines of railway which will seriously interfere with the present flow 
of railroad traffic is hardly a serious possibility. While the traffic 
of particular lines may be less, and while there may be serious tem- 
porary falling off in the traffic of all lines, broadly speaking, the 
volume of business transacted by the railroads of the United States 
today will not in the next one hundred years be less. 

The character of the business is such, and the conditions under 
which it is conducted are such, that while transportation charges by 
rail cannot be indefinitely increased, they can be advanced by the 
railroads provided the govermrient consents, to a point which will 
at all times pay munificent returns upon the property invested. 

Looking at this matter from all possible angles, there is but one 
doubtful feature today, and that is the attitude of the government 
itself. What charges will the Interstate Commerce Commission, if 
that continues to be the regulating body, permit? 

Every intelligent man knows, and must feel that it would be rank 
injustice to require railroad investment to earn less than other invest- 
ments of the same grade. Every intelligent man must know that to 
force down railway charges below a fairly remunerative point would 
so impair the credit of our railways as to prevent them from prop- 
erly discharging their functions as public servants. When honesty 
and public interest combine to secure to our railroads rates which 
are fairly compensatory, I cannot believe that this privilege will 
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ever be denied. If the time does come when railroad property is 
sacrificed to popular clamor, when the public demands its confisca- 
tion and the regulating tribunal concedes that demand, no property 
will be of much value. The day will have come when the obligation 
of private rights is no longer observed. 

Please note exactly what I am predicting. It is that under gov- 
ernment regulation railway companies will be allowed earnings fairly 
commensurate with other enterprises of the same class. The hap- 
penings of the last fifteen years have entirely changed the character 
of railroad property. No form of investment today is, no form of 
investment in the future will be more certain than railway stocks 
and bonds. As certainty increases, the rate decreases. 

I am not saying to you that the average railway dividend of tjje 
future will equal the rate of commercial discount. I doubt if it does 
or should. I am not suggesting for a moment that the income from 
railroad investment will compare with that in manufactures or in 
commerce, for it ought not to. You should not compare the net 
proceeds of railways with the proceeds of banks, for example, for 
the order of the investment is not the same. In the last fifteen 
years few forms of investment have surpassed banking, but I well 
remember the time many of us who owned bank stocks, not only lost 
our entire stock holdings but were forced to pay assessments of an 
equal amount. The worst which could happen to the stockholder 
of any great railroad system would be the temporary suspension of 
dividends, and even this could only occur under very unusual circum- 
stances. 

You may not agree, and will not agree with the regulating tri- 
bunal as to the amount. My friend Willard, of the Baltimore & 
Ohio, believes that he should pay his stockholders 6 per cent, and 
put into his property 1^^ per cent. My belief is that 5 per cent, is 
enough, but I would not find fault if he added to the value of his 
property 2^2 instead of 1J4 per cent. In process of time conditions 
may change so that a rate of return which is today fair will be 
either too great or too little, but the time never can come so long 
as we are a great and civilized people living under a government 
which respects rights of private property, when a legitimate return 
upon this form of investment will not be permitted. 

To my mind the most active storm-center in forecasting the rail- 
way future, both as to the investor and the public, is the labor sit- 
uation. 



The Commission Above the Courts. 85 

In the upper stratum of society small progress has been made 
in the last twenty-five hundred years. Men of the highest intelli- 
gence think no better, express themselves no more clearly, live gen- 
erally in no greater comfort than in the days of Socrates. But in 
the lower strata the greatest improvement has occurred; and no- 
where is the condition of the laboring man probably as good on the 
whole today as in this land of ours. It is most significant that the 
English miner is demanding a minimum wage of $1.25 per day, 
while the anthracite mine workers demand $2.75, if I remember that 
figure correctly. Even so, it is doubtful whether the laborer yet 
obtains his pi"oper share of the value of the product which he pro- 
duces, and if you can show me any way by which he oan be given 
a greater share, or by which what he earns can be made to main- 
tain him in greater comfort than now, I, for one, stand for it. 

I believe in organized labor. Capital is of necessity organized, 
and labor must also organize if it would cope successfully with 
capital. But combinations of labor like combinations of capital 
are in the nature of monopoly and may be tyrannical and oppressive. 

No form of labor is more highly organized than railway labor in 
certain classes, and the very fact of this more perfect organization 
has enabled that labor to secure excellent compensation in com- 
parison with other forms of labor. I do not intimate that railroad 
wages are too high, for I have no thought of that sort. 

Suppose organized railway labor makes a further demand for 
increased wages, and that the railroads accede to this demand. The 
increased wage adds to the expense of operation and reduces net 
revenue. The railroad applies to the Interstate Commerce Commis- 
sion for leave to advance its rates on this account. What now is to 
be the answer of the Commission? 

The railway rate is paid by the whole body of the public. If, 
therefore, this increase in wages was unjustifiable, and if on that 
account an increase in rate is allowed, it results that the general 
public, including all other forms of labor, is required to pay what is 
unreasonable. Must not, therefore, the government be satisfied, not 
only that the added wages are paid by the railroads, but that they 
are necessarily and properly paid? And is not the railroad thus 
placed in a most unfortunate and embarrassing dilemma? 

Consider this matter for a moment now from the public view- 
point. It was recently suggested that certain demands would be 
made by railroad labor in a certain section of this country, which 
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would be supported, if not complied with, by a general strike of all 
classes of trainmen. Such a strike would be altogether possible 
today. Think for a single moment of the consequences: suflfering, 
riot, death must result. Ought not the public to protect itself against 
the consequences of such possible action ? 

We have the Erdman Act, and this has given most admirable 
results, but that is a peace-measure obligatory upon no one, and of 
no value in time of war. I have believed that it would finally be 
found necessary to provide by federal enactment that no strike shall 
be declared by organized labor upon any interstate railroad until the 
question at issue has been submitted to arbitration, and a certain 
length of time has intervened after the award, and after notice that 
the strike would be inaugurated notwithstanding the award. It is 
doubtful if we could compel either the railroad or the employes to 
comply with the award, but certainly in view of the stake which the 
public has, the government may require of the railroad as its servant 
upon one hand, and of organized labor, as a condition of its organ- 
ization upon the other, that the use of these public facilities shall not 
be interrupted until every attempt has been made to avoid that neces- 
sity. 

Probably neither party would approve such legislation. The 
railroad manager would say that every arbitration means a com- 
promise that he must as a matter of fact, although nominally a free 
agent, comply with the award, which is probably true, and that, 
therefore, you take out of his hands the management of his prop- 
erty. 

The employe would object because he is thereby to an extent de- 
prived of a weapon of offence in the enforcement of his claim, and 
since it would be difficult for organized labor to enforce a strike 
against public opinion in case of an adverse decision. 

But is it not after all for the interest of all parties that these 
question*; should be settled bv peaceful methods rather than by the 
waste, the misery, the possible bloodshed of a great strike, and is it 
not better for both parties that the government should have sanc- 
tioned the increase if one be made, and must, therefore, of necessity 
sanction the increased rate with which to meet it if need be ? 

I have made this suggestion, however, not for the purpose of 
suggesting a remedy, but simply because the thought has been pre- 
sented to me as one charged with the regulation of railway rates. It 
has been to me a difficult question to determine exactly what my 
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duty might be in a case of that sort, and it will come to my successor 
in precisely the same form. He should, if possible be relieved frpm 
that embarrassment. 

I have said to you that I began my business life here in Pitts- 
burg thirty-six years ago. Since then, while passing there frequently, 
I have never stopped even for a single train but once. As I stand 
tonight ahnost at the end of my business life, the interval and its 
changes are forcibly presented. The unavoidable inquiry is : what of 
the thirty-six years to come ? 

For one, I feel no apprehension. Breakers there are in front of 
us and about us, but we shall successfully pass them. In the next 
thirty-six years, Pittsburgh will not probably show the material de- 
velopment of the same period in the past but it will be a great and 
prosperous city. The same railroads will serve it, and that service 
will still be of the same fundamental importance to the shippers. 

The Traffic Club I hope will still dine and philosophize and the 
investor will turn then as now to railroad securities in some form, 
perhaps with a government guarantee, when in search of a high 
grade article. 
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THE RAILROAD TRAFFIC MANAGER-THE 
LEADING AMERICAN STATESMAN 

By the Hon. Franklin K. Lane, 
Member Interstate Commerce Commission. 

(From the California Outlook.) 

I asked Mr. Harriman, when he was a witness before the 
Interstate Commerce Commission in the merger inquiry, if he fixed 
the rates on freights upon his railroad system. He answered that 
he did not, that all rates were fixed by traffic officials, chief of 
whom was the traffic manager. 

"And do these traffic officials base the rates upon any relation 
between your rate and the capitalization of the company?" 

"No," he said, "I doubt if they even know what the capitalization 



is." 



This is probably a fair statement of the condition which obtains 
upon the two hundred and thirty thousand miles of railroad in the 
United States. Rates are made by the traffic managers whose func- 
tion is to secure traffic for their roads, and who make rates upon 
which that traffic will move, without considering whether any in- 
dividual rate yields is proportion of the fixed charges of the rail- 
road. 

There is in theory a minimum below which the traffic manager 
can not fix the rate, and that minimum is the actual cost of transpor- 
tation. Any return above this is a profitable rate, because what- 
ever the diflference between the rate and the actual cost of transpor- 
tation increases the fund available for the payment of fixed charges 
and dividends. This is in every sense the American theory of rail- 
road rate-making upon which almost one quarter of a million miles 
of road have been built which yield annually a gross return of more 
than two thousand million dollars. 

Because of the latitude which he enjoys in fixing a rate and the 
eflfect which such rates have upon the rise and growth of communi- 
ties, it is not a figure of speech, and in no sense an exaggeration to 
say that the American traffic manager is the most powerful and im- 
portant factor in the internal economy of the United States. He is 
a statesman. His policy, it may safely be said, more certainly tends 
to determine Ihe character of a community than the policy of any 
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legislature. It is more essential to the business interests of a com- 
munity that he should consider its welfare than it is that its laws 
should be equitable or their enforcement prompt and certain, for 
he has it within his power to raise a city into being by the prefer- 
ence of a locality, or by discrimination to deny to the most naturally 
favored locality the power to rise out of villagehood. He can de- 
termine what kind of fuel shall be used upon the farm and in the 
city, what margin of profit the orange grower of California, or the 
wheat raiser of the Dakotas shall enjoy. The rates which he makes 
and the facilities which he furnishes determine for me the nature 
of every meal that I eat and who shall produce the food products 
which go to make that meal, within what radius I shall be permit- 
ted to gather the milk and the eggs, the butter and the bacon, the 
commeal, the canteloupe, or whatever else may constitute my meal. 
Upon his judgment turns my opportunity to build my house of 
wood, or of brick, or of stone. He says whether I shall use cement 
that comes from Germany or from Kansas. He gives to me, or 
he denies to me, the option of using French plate glass or Pitts- 
burg plate. He sustains or sets at naught each item of the pro- 
tective tariff. He permits, or he denies, to the cotton mill of Geor- 
gia the right to enter the markets of the Orient. He fixes tke value 
of each acre of land from the Penobscot to the Columbia and fore- 
ordains the rise of Kansas City or Minneapolis as certainly as if 
he had been granted the powers of the Infinite One. 

No one familiar with traffic conditions in the United States can 
deny that this unprecedented power is exercised by the traffic man- 
agers of our railroad systems. Let me more specifically illustrate 
the great responsibility which rests upon these private officials and 
the power which they may exercise; and these illustrations are 
drawn directly from actual conditions. 

John Smith invents a kind of pipe which for irrigation plants, 
mining purposes, and similar uses, is preferable to any other pipe 
on the market, and can be produced for less than any other. He 
^establishes his plant near the source of material where his com- 
petitors have their plant ; but by a classification which makes a rate, 
he finds himself unable to lay down his pipe at the point of demand 
in competition with the pipe of his rival, and after years of strug- 
gle is compelled to sell his plant for a tithe of what it cost and 
under a new classification soon sees his plant develop into a great 
industry in the hands of his late rival. 
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One city enjoys the privilege of stopping a raw product while in 
transit and converting it into a finished product while it is on its 
journey, and thus becomes a great manufacturing cfenter. Another 
city enjoys the right of stopping the cattle or the grajn of a vast 
territory and treating it as its own for a time, and thus arises a 
great exchange market. An industry arises under the stimulus of a 
high protective duty, and a free trade traffic manager oflfsets the 
value of that tariff by the reduction of rates from the seaboard. The 
government expends millions to render a city accessible by water 
and a railroad by an adjustment of its rates contravenes the inten- 
tion of the Government. 

But there is no necessity of multiplying illustrations of this 
kind, because they are familiar to all. The traffic manager makes 
the rate, and in making that rate he determines the industrial and 
social life of a community. It is to me a constant and a growing 
surprise that this vast power has been exercised as beneficently as 
it has. When we consider the tens of millions of railroad rates that 
are in force and are used each day, and upon which turn to so 
great an extent the welfare of individuals and communities, it is a 
matter of wonder that there is not much greater complaint of 
favoritism, discrimination and unfairness than is now made. 

Manifestly, however, such power should not be permitted to go 
unrestrained by any influence save the judgment of the traffic of- 
ficials or the self-interest of those that control the railroad. The 
railroad must get business; it must have freight to handle; and it 
may be to the interest of that corporation itself — ^that its own best 
interest immediately will lie in a rate policy which will be unjust. 
Therefore it is not to be said that the self-interest of the railroad 
alone will surely lead to a wise and fair schedule of rates. Out of 
this fact has grown the Interstate Commerce Law. It is thought 
by a great mass of our people that this law is based upon the as- 
sumption that an administrative body can more safely be depended 
upon to fix the railroad rates of the country than can the traffic 
officials. This is a fundamental misconception. The law is based 
upon the theory that the rates of the country are reasonable and 
just, and to the Interstate Commerce Commission is given the power 
to deal with those rates which appear to be unreasonable, unfair, or 
discriminatory. The law gives a presumption of reasonableness to 
the rates as fixed by the traffic managers and in eflfect erects every 
rate filed by a railroad with the Commission into a law; and from 
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that rate there can be no deviation by railroad or shipper without 
breach of the law. 

The railroads themselves have been slow to appreciate the 
value and significance to them of this measure. The law of the 
United States gives to the traffic manager of a railroad the power 
to fix the charge which will be made for carrying the wheat of the 
Middle West, or the cattle of the Southwest, or the structural iron 
of the East, or the boots and shoes of New England, or the cotton 
of the South; and upon filing that rate with the Interstate Com- 
merce Commission 30 days .in advance of its going into effect it is 
as binding and absolute as if the rate itself had been incorporated 
into a statue and passed by Congress and approved by the President 
of the United States. 

Here is a power, then, vested in a traffic official not only to 
make a rate, but to make a rate that is a law from which there 
can be no deviation without incurring the penalty of fine or im- 
prisonment. 

To protect the community, the shipper and the railroad are de- 
nied the right to agree upon any diflferent rate, or by any trick, 
device or subterfuge, to accept or pay a diflferent rate than the one 
published with the Commission. To protect the railroad the ship- 
per is prohibited from even so much as asking any rate other than 
that legally filed. And the burden is placed upon both shipper and 
railroad to know what the rate is and adhere thereto. The courts 
have unequivocally held that the published rate is the one rate 
which could be charged, and only through the medium of the Com- 
mission can that rate be altered except by the carrier itself. The 
railroad may not make a valid agreement to maintain an existing 
rate for a certain time; it may not legally contract to meet the 
rate that any other railroad makes; and a court may not enjoin a 
carrier from demanding and collecting even an unreasonable inter- 
state rate. 

The philosophy of our Federal railroad legislation, therefore, 
may be summarized in these words: The railroad makes its own 
rates subject to no limitation or restriction except those found in 
the Act to Regulate Commerce, that such rates shall be reasonable, 
nondiscriminatory under like conditions and circumstances, and that 
the rates shall be made to meet the requirements of the long and 
short haul clause. The Government accepts these rates as presented 
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to it by the railroads, gives them the stamp of its prima facie ap- 
proval by accepting them for filing; and by this act converts a rate 
which hitherto has been a matter of contract into a legally fixed 
and imposed transportation charge. 

Thus far it will be seen the act is entirely in the interest of the 
railroad, excepting as it may be to the interest of the railroad to 
deviatefrom the provisions of the long and short haul section. What, 
then, has been done to safeguard against the exercise of the too 
arbitrary and unwise exercise of so vast and practically unlimited 
power? A commission has been created whose judgment may in- 
tervene between that of the public and that of the railroads, which 
intervention, however, shall be subject to the review of the courts 
under the guarantees of the Constitution against taking property 
without due process of law and confiscation. The Commission may 
regulate what has been done. It is not a creative body. It can not 
initiate rates. It may not say, as may the English commission, that 
a railroad is exceeding its legal maximum, because no such maxima 
have been fixed in our law. It may, however, withhold its approval 
of an individual rate or of a schedule of rates, before such rates 
go into effect, as may the commission of Canada. Its function is 
to correct an abuse of power, and for nearly twenty years after the 
enactment of the original act the Commission could give to the 
shipper or the aggrieved community no remedy save that of its 
formal declaration that rates in force were unreasonable or unjust. 
Upon the failure of its efforts through the courts to enjoin the 
wrong that in its judgment was being done another remedy was 
substituted by the Hepburn Act; or perhaps it would be proper to 
say that a new remedy was granted — the power on the part of 
the Commission to fix a rate which should by order of the Com- 
mission go into force for a limited period unless by appeal to the 
courts the enforcement of such order was stayed. In other words 
the rate-making power of the Interstate Commerce Commission is 
in the nature of a remedy, of which the Commission may avail itself 
as against what it regards as an illegal exercise of a power granted 
to the railroads by the Government. All the remainder of the act 
is ancillary to these provisions. 

It is unfortunate that railroad men have not yielded more grace- 
fully to the imperative demand of the people for effective regulation, 
but this I take to be but another evidence of the extreme conserva- 
tism of the American people. We have been raised under a phil- 
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osophy which taught that governmental interference with the in- 
dividual will was tyranny, and the physical conditions obtaining in 
this country have been so extremely fortunate, there has been such 
opportunity for each individual to go his own way without clash- 
ing with his fellows, our land has been so abundant, the opportuni- 
ties have been so many, that we have come readily to believe in our 
inalienable right to do as we please. 

The scope and effect of the decisions which the Supreme Court 
has been rendering throughout the past 30 years, establishing the 
true relationship between the public service corporations and the 
public, have not been appreciated, and perhaps not understood, by 
the body of railroad officials. The most primary principles of the 
common law, when given expression by our Supreme Court, were 
regarded as revolutionary; and when these principles have by stat- 
ute been adapted to the new conditions of modem life, our men of 
finance have taken fright and stampeded each other into a condition 
of panic. A more intimate knowledge of the history of the Ameri- 
can people would reveal to them, however, the startling fact that 
the United States, judged by its legislation, is the most conserva- 
tive of the world's great nations. How long this will be true de- 
pends, in my judgment, upon the wisdom of those who control the 
great enterprises of the country, and especially the railroads. 

From what I have already said it must be apparent that it is 
within the power of the railroads themselves to avert hostile legisla- 
tion and insure to themselves entirely fair treatment. It is not to 
be expected that a railroad, touching the people from so many di- 
rections and so intimately affecting their industrial life, can always 
avoid criticism, or that so great an enterprise as an American rail- 
way system can, no matter how earnest the desire of its officials, 
avoid mistakes which give just reason for complaint, but the spirit 
of the present law is based upon the theory that the railroad can, if 
it will, deal honestly and fairly by the people, and that the foun- 
dation for complaint will be so slight that it will be within the 
power of a comparatively small number of Government officials to 
bring about just and equitable treatment for the tens of thousands 
of communities in this country and our multitudinous industries, 
each of which is jealous of its rights and keenly alive to discrimi- 
nations that bring it injury. Upon the shoulders of the American 
traffic manager largely rests the responsibility for the character of 
our future railroad legislation. If he fails to realize this fact the 
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present legislation will be supplemented by measures founded upon 
an entirely diflferent theory. 

The prime achievement of our time has been the assertion by 
the whole people of their supreme authority. Underneath all else — 
whether it be the consideration of conservation policies, pure food 
laws, ballot reform or railroad regulation — ^there is evident the de- 
termination by the people that this Government shall be their Gov- 
ernment, that its policies shall be their policies, and that there shall 
be no one group, class or interest whose will shall be permitted to 
override the sober judgment of the people and their own estimate 
as to what is most beneficial to the community. Viewed in this light 
the contest over rate regulation has been a democratic movement, 
and after a protracted struggle of twenty-five years the Government 
may be said to have finally proved two things — that it could control 
these common carriers and that it intended to. To say this is to 
say much. How powerful the influences against regulation have 
been no one can say. It has been recognized that the battle over 
railroad regulation was a test of strength between the people and 
organized wealth, and there has come to the people a new faith 
in our Government, a greater confidence in its future and less im- 
patience with existing conditions, because it has been believed that 
in this one matter the welfare of the public has gained a victory. 

How successful the regulation of privately-owned railroads will 
prove is still a problem. We must feel our way down to some fun- 
damental laws by which to test the traffic manager's judgment. Mr. 
Sydney Brooks, perhaps the greatest of present writers on econom- 
ics, thinks that Europe would not have taken to government owner- 
ship if the plan of regulating by commission as we have it in the 
United States had been earlier discovered. It must be remembered 
by those who advocate government operation that they do not by 
this means escape governmental regulation. The control of rates 
must rest somewhere, and those rates can not be fixed by some 
merely mechanical rule. Under government ownership, as under 
private ownership, there must be rate regulation ; personal judgment 
must have its play as well as economic law. 

I believe the American people have confidence in the Interstate 
Commerce Commission as a supervising body over the rates, rules 
and practices of the railroads of the United States largely because 
the acts of the Commission have been temperate and conservative. 
Our courts have never been called upon to condemn any order of 
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the Commission upon the ground that it confiscated the property 
of the carrier. 

If our commerce is to grow and trade is to be fluent, if we 
are to continue as a multitude of interdependent communities and 
individuals, if we are to give the world the benefit of the great 

resources of this country and put to its highest use the genius for 

industrial development which our people manifest, our existing lines 

I ^ 

of railroad must be made profitable to their owners, and money 

must find that investment in railroads is both attractive and secure. 

A regulating body which is not fair to those who have invested their 
money in a public utility does infinite damage to the community 
that it is attempting to serve. To be just to the stockholders, how- 
ever, does not mean that injustice must be done the public. The 
traffic manager may not ask all that the traffic will bear without 
doing his railroad in the end a great wrong, nor can the shipper 
hope to have lasting benefit from any injustice done to those who 
have put their money at the public service. 
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RAILROAD SECURITIES 

Report of the Commission Appointed under Authority of Section 

16 of the Act to Create a Commerce Court, 

Approved June 18, 1910.* 

Letter Transmitting Report to the President. 

November 1st, 1911. 

The President: We have the honor to present herewith the 
report of the Railroad Securities Commission, appointed by you in 
August, 1910, in accordance with section 16 of the Act of Congress 
approved June 18th of that year, and organized in the month im- 
mediately following. 

Elarly in November, 1910, a notice was issued through the public 
press inviting all persons having information or proposals concern- 
ing the questions under discussion to transmit the same to the Com- 
mission. Specific invitations to appear before the Commission or 
to transmit opinions were also extended to railroad officials, mem- 
bers of various State Railroad Commissions, financiers, authors of 
books and articles regarding railroads, business men, representatives 
of commercial, manufacturing and shipping organizations, bankers, 
lawyers and promoters of railroads and of their securities. 

Public hearings were held as follows : Washington : November 
28, 29, December 1, 1910; New York: December 15-22, 1910, 
inclusive; Chicago: January 23-27, 1911, inclusive; New York: 
March 6-7, 1911. 

At these meetings thirty-four witnesses were heard. The opin- 
icms of a still larger number were obtained at informal conferences 
and by individual members of the Commission. Several hundred 
letters were sent to other individuals or associations by whom the 
subject had been considered, and the views received in response to 
these requests transmitted to the members of the Commission and 
duly considered by them. 

The accessible literature of the subject was collected by the 
Secretary and examined by the members of the Commission as fully 
as the circumstances allowed. Much study was given to the de- 
bates in Congress leading up to the passage of the Act under which 
the Commission was appointed. A personal inquiry into foreign 
conditions was made by the Chairman in October, 1910. 

*Pa88affe8 underscored by the editor. 
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The Commission has not considered the comparative merits of 
government ownership of railroads and private ownership under 
governmental regulation; nor has it attempted to enter into the 
discussion regarding control of railroad rates, except as to their 
relation to the issue of securities. It has adhered to the terms 
of the Act of Congress which confines the functions of this Cc«n- 
mission to the consideration of questions connected with the is- 
suance of stocks and bonds by railroad corporations. 
Respectfully submitted. 

Arthur T. Hadley, 

Chatrman, 
William E. S. Griswold^ 

Secretary. 

In his letter of December 8, 1911, transmitting the report to Con- 
gress, President Taft said: "The report evidences for itself the 
careful consideration which it has received from the Commission, 
and I heartily concur in the recommendations it contains, and urge 
that appropriate action be taken to carry these recommendations 
into cflfect." 

Report of Commission. 

November 1st, 1911. 

The Preside;nt : The undersigned have the honor to make to the 
President the following report as responsive to Section 16 of the 
Act of Congress approved on June 18, 1910, the material portion of 
which reads as follows: 

That the President is hereby authorized to appoint a commission 
to investigate questions pertaining to the issuance of stocks and 
bonds by railroad corporations, subject to the provisions of the Act 
to regulate commerce, and the power of Congress to regulate or 
affect the same * * *. 

1. railroad securities and interstate commerce. 

The railroad companies of the United States, with only one 
important exception, owe their present corporate existence to state 
charters and are subject to state laws regarding their issue of stocks 
and bonds. But a large and growing proportion of their business 
is interstate commerce, regulated by federal authority. There is a 
widespread belief that the rates charged on this business arc affected 
by the amount of stocks and bonds outstanding; that much stock 
has been issued without being fully paid; and that the dividends 
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on this stock represent an unnecessary tax on interstate commerce. 
The railroad men as a rule deny that the amount of capital of the 
roads, either nominal or actual, is seriously considered by their 
agents in making rates. But it is frequently treated by counsel, 
commissions and courts as a thing of importance in determining 
whether rates are reasonable. If capitalization has an actual effect 
on interstate rates, the federal government is interested in its con- 
trol. 

There is still another way in which the issue of stock for less 
than par may affect the conduct of interstate commerce. The bond- 
holders who loan money to the corporation may be led to believe that 
there is a real security behind the bonds equal to the face value of 
the stock, when in fact a portion of this value represents nothing 
more substantial than the expectation of the promoters. So far as 
this deception affects only the individual bondholder, we may leave 
it to state law to protect him. But if such deceptions become 
prevalent they inevitably affect the confidence of investors as a 
body, and our American railroad systems fail to get the full amount 
of capital needed for their development and for the proper con- 
duct of their interstate business. It is a matter of direct concern 
to the federal government that the facilities for handling commerce 
between the states should not be impaired. 

These facilities embrace not only steam railroads, but the other 
agencies of communication and transportation enumerated in the 
Act to Regulate Commerce. While for brevity the language of 
this report is largely confined to railroads, the discussion and recom- 
mendations apply generally to these other agencies. 

2. PRESENT REQUIREMENTS AND FUTURE POLICY. 

Starting from different points, investors and shippers, and 
through them the general public, have come to feel that state legis- 
lation has provided inadequate security for their interests in this 
matter. The question is therefore asked with increasing frequency 
whether the United States Government should not undertake to 
regulate the issues of securities by the roads engaged in interstate 
commerce as a necessary means to its effective control. This ques- 
tion naturally divides itself into two parts : First, what immediate 
action by Congress will best meet the existing situation; and sec- 
ond, what general principles should guide the federal government 
in its future legislation on this subject. 
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As far as concerns the immediate action of 0>ngress, we believe 
that stringent provisions regarding publicity of stock and bond 
issues, which will show how far the laws are obeyed, and will enable 
the federal government to hold the railroad officials responsible for 
the consequences of not obeying them, will be more salutary and 
more effective than any new statutory demands. So long as the rail- 
ways engaged in interstate commerce are chartered by the states and 
subject to state laws regarding their securities, added federal re- 
striction will tend to create further confusion in a situation already 
too complex. 

But we also believe that the time is near* when the difficulties of 
the present system of dual control, and the conflict of state laws, 
will become so manifest that further legislation on the subject will 
be imperative. Unless the constitutional power of Congress to 
regulate the securities of railroads engaged in interstate commerce 
is definitely established as being, to the extent that Congress acts 
upon the subject, exclusive of State control, one of two things 
seems likely to happen : Either the federal government and the gov- 
ernments of the several states will come to a common understanding 
as to* the principles to be adopted in the control of security issues, 
or the railroad systems will be given the opportunity to exchange 
their State Charters for Federal ones. We have therefore discussed 
in some detail the principles which ought to govern the stock and 
bond issues of railroads in the United States. Whichever alterna- 
tive we adopt, we ought to have such a set of principles before us. 
If we are to bring about a common understanding, we need them 
as a basis of negotiation. If we consider federal incorporation of 
railroads the more desirable or practicable alternative, we need 
them as the groundwork of a federal incorporation law, of which 
our roads may avail themselves when their interests and those of 
the public require it. Under the terms of the Act of Congress 
creating this .Commission, it has 'not considered, as an alternative 
to these possibilities, the direct ownership of the railroads by the 
government itself. In that case the government would issue its 
own securities, and none of the questions submitted to this Commis- 
sion would then arise. 

3. THEORY OF RAILROAD STOCK ISSUES. 

Everyone knows that railroad securities are divided into two 
classes, stocks and bonds ; very few people apprehend as plainly as 
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they should the distinction between the two, or understand the real 
nature of a share of railroad stock. As to the real nature of a 
railroad bond, there is no doubt at all. It is essentially a note made 
by the company ; a promise to pay a certain amount of money, say 
one thousand dollars, at a specific date of maturity, and to pay in- 
terest at specified rates in the meantime. The obligation is definite. 
The value is limited by the terms of the instrument. 

But a share of railroad stock is of a different, and more com- 
plex, character. It represents two things instead of one: That a 
certain sum has been paid in, and that the holder of the stock has 
a certain share in the ownership of the property, of whatever value 
that may prove to be. The second of these things is what ulti- 
mately gives the stock certificate its value. In the case of a railroad 
bond the fact that it calls for one hundred or one thousand dollars 
is a determining factor in what it is worth. But in the case of 
stock, the fact that the certificate represents one hundred or one 
thousand dollars is far from being the determining factor. It is 
but one incident among many. Even in theory it purports merely 
to show that this was the amount originally paid by the subscriber 
when the road was built. It does not create an obligation to pay its 
face value, nor does that face represent its money value as a 
share. The value varies with the development of the property as 
a whole. If it has been wisely located and well managed it will be 
worth more than the amount it represents. If it has been unwisely 
located, or badly managed, it will be worth less than the amount it 
represents. The shareholder chose his investment, elected his man- 
agement and took his risks. If he acted unwisely and fares badly he 
has no claim that the public should indemnify him. If he did well, 
the public can not either rightly or wisely fail to recognize and re- 
ward his foresight, so long as his road is managed with proper re- 
gard to the interest of the community, and for the development of 
the traffic which it carries. 

The principal of a bond is a 'fixed sum, its interest a fixed 
charge. The value of a share of stock is essentially variable, its 
profit essentially indeterminate. 

There is a persistent tendency to ignore this distinction ; to em- 
phasize unduly the face value of the stock; to treat the shares in 
a railroad or other public service corporation as claims against the 
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community for the number of dollars they represent, rather than as 
fractional interests in a more or less hazardous enterprise, in which 
the investors took risks of loss and chances of profit ; to allow cor- 
porations to claim immunity from public regulation when the divi- 
dend on the face value of the shares is below the prevailing rate of 
interest ; and to subject them to vexatious attacks when this divi- 
dend is above the prevailing rate of interest, even when such profit 
may be a fair compensation for risks actually incurred in the past 
or a necessary incentive for the investment of new capital and the 
taking of new risks in the future. 

4. STATE LEGISLATION REGARDING STOCK ISSUES. 

Nowhere has this tendency been more marked than in the 
legislation of the several states regarding stock issues of railroad 
corporations. It has led our law makers to lay too much stress on 
keeping down the nominal amount of stock, and too little upon get- 
ting the actual amount of capital needed and having it properly used. 

Nearly all the states require that railroad stock issues should be 
paid in full at their face or par value. Eighteen have this provision 
in their constitutions; a majority of the others have more or less 
definite laws to the same effect. Even without such specific statute 
the requirement that the shareholder may be called upon to meet 
the full value of his stock subscription is operative in the absence 
of legislation to the contrary. Of such legislation there has been 
relatively little. West Virginia alone, among all the states, ex- 
pressly sanctions the issuance of stock at less than par, although 
there are several others where exceptions to the rule of full pay- 
ment have been allowed, either by general statute or by special act 
of the legislature in particular cases. • 

5. EVASION OF STATE LAWS. 

Where the strictness of the law regarding capital stock has inter- 
fered with the building of railroads in new communities, evasion 
of its letter or spirit by railroad companies has been frequent. The 
very rigidity of the statute has caused the public to be negligent in 
its enforcement. In some cases the laws have been so drawn as 
actually to invite evasion, by specifically leaving it to the judgment of 
the directors to decide what constituted an adequate consideration 
for the shares. The companies have thus been enabled to represent 
that their stock was fully paid, when this was not in fact the case. 
Sometimes stock has been issued by the promoters of a company to 
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themselves as a reward for their services in organization and man- 
agement. Sometimes, it has been issued in exchange for rights of 
way and other forms of assistance to the construction of a new 
road, without much regard to the cash value of the consideration 
received. Sometimes it has been issued to stockholders to repre- 
sent the increased value of their property, actual or prospective, on 
the theory that such value represents undivided profits which the 
stockholders have not received or do not receive in cash, and are 

« 

therefore entitled to obtain in script. Sometime? it has been issued 
in reorganizations, consolidations, or in exchange for the stock of 
other companies, on terms not really warranted by the facts in the 
case. Sometimes stock so issued as full paid has been given as a 
bonus to induce people to subscribe for bonds. 

Besides these direct methods of evasion, there have been more 
indirect means of reaching the same result. Lines have been built 
through the agency of construction companies and paid for by the 
issue of securities whose face value considerably exceeded the 
actual cost of the roads themselves. 

All these practices, with the possible exception of the one 
last named, have been much more frequent in the past — ^particularly 
during the great periods of railroad expansion from 1853-57, 
1869-72, 1879-82 — ^than they have been in recent years. This 
change is not wholly due to increased stringency in the laws. It is 
partly due to wise administrative measures for their enforcement, 
and partly to the increased demands of .investors in bonds for the 
real data as to the security underlying them, which has compelled 
managers of corporations to give greater publicity as to the real 
facts. The Chicago & Alton reorganization is the only instance in 
the last decade which has been brought to our cognizance where 
the public has been offered a large issue of railroad stock (as dis- 
tinct from the stock of a holding company), based merely upon an 
estimated increase of value. Recent attempts to capitalize ex- 
pected profits in connection with other public service corporations or 
with industrials, do not come within the scope of this inquiry. 

6. DANGER OF EVASION OF FEDERAL LAW. 

A federal law requiring full payment of all stock issues, without 
special machinery to enforce it, could be evaded as state laws have 
been evaded in the past. In fact, the liability to evasion might be 
greater, because in some parts of the country a statutory requirement 
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of this kind, imposed by the .federal government, would be regarded 
as an interference with the rights of the several states; and local 
companies attempting to build new lines with stock not fully paid 
might have the support of local public sentiment in so doing. It 
is possible that in some instances the federal government could not 
even count upon the vigorous assistance of the state authorities 
themselves in trying to enforce such an Act at all rigidly. Such 
a federal requirement superadded to the state requirement might 
simply mean that every company would be led to make two decep- 
tive returns instead of one. A federal requirement conflicting with 
a state requirement might leave us in an even worse case; for the 
impossibility of obeying both authorities would be made an excuse 
for obeying neither. This would clearly be true until the para- 
mount authority of the federal government was established. 

7. ENFORCED UNIFORMITY NOT YET ATTAINABLE. 

To make legislation of this kind effective, it would be necessary 
to provide federal agencies for carrying out its requirements in 
detail. We should be compelled either to burden the Interstate 
Commerce Commission with a large amount of additional work, or 
to create a new commission to supervise railroad incorporation and 
construction in different parts of the country. 

If we were ready to substitute exclusive federal control for the 
jurisdiction of the several states over their railroad corporations, 
much could be said in behalf of the establishment of a national 
authority to supervise both the issuance of stocks and bonds and 
the actual expenditure of their proceeds. But, apart from the 
constitutional difficulties which might stand in the way of such a 
procedure, your Commission is of opinion that, as a mere matter 
of expediency, the time is not ripe for any such immediate or 
forcible transfer of jurisdiction. The local needs of different parts 
of the country are still divergent. Many railroad problems, both 
of operation and of control, are still in the experimental stage. En- 
forced uniformity under federal law would, in the opinion of many, 
discriminate against the development of new territory, and the 
formation of independent companies ; for a well established system 
has less difficulty in securing the necessary capital by pledging its 
credit than an independent projector wishing to develop a new dis- 
trict. These dangers and difficulties may have been somewhat exag- 
gerated. While they undoubtedly exist in certain cases, they are 
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of a sporadic, rather than a general, character. But they are urged 
with much force, both by state railroad commissioners and by inde- 
pendent builders; and they would constitute obstacles to the effec- 
tive enforcement of a federal statute. Before such a statute is 
enacted, it should be clearer than it now is that public opinion would 
support it. Under such circumstances the immediate assertion of 
exclusive federal jurisdiction under one general railroad law ap- 
pears unwise. 

Until such exclusive jurisdiction can be established, the crea- 
tion of a separate administrative body subjecting the railroads of 
the country to a new system of concurrent supervision, in addition 
to the many old ones which now exist, does not seem just, expedient 
or economical. 

8. ENFORCED PUBLICITY IMMEDIATELY NEEDED. 

In place of any added federal requirements concerning payment 
for capital stock, your Commission recommends the adoption of 
provisions regarding publicity which will show the actual facts 
regarding stock and bond issues in the several states, and the con- 
sideration received therefor. Any railroad doing interstate busi- 
ness which issues bonds or stocks should be required by statute to 
furnish the Interstate Commerce Commission, at the time of the 
issue, with a full statement of the details of the issue, the amount 
of the proceeds, and the purposes for which the proceeds are to 
be used, followed in due time by an accounting for such proceeds, as 
more fully hereinafter set forth. 

• An act of this kind does not limit the freedom of the several 
states to make any kind of laws which they please regarding their 
own corporations. If they want them stringent they may make 
them stringent. If they think they can encourage the investment 
of capital by permitting the issue of stock for less than par, they 
can allow such issues. If the result of enforcing existing laws in- 
terferes with local needs, they may change the laws. But the com- 
panies must indicate precisely what they are doing. They must not 
attract the bondholders' money by representing that there has been 
a payment of one hundred cents, when there has been a payment of 
only fifty cents. They may, if they please, direct the treasurer to 
set down their partly paid stock in the balance sheet as a liability in 
full ; but they must make it plain to the investor today and to the 
public tomorrow how much of that liability was represented by 
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cash assets contributed and how much consisted of what is called in 
English balance sheets "nominal additions to capital." Such liability 
is of the corporation to its stockholders and not of the public to 
either. 

9. MODE OF PROCEDURE. 

Two courses lie open before us in our effort to secure publicity 
regarding railroad securities: Either to require the express sanc- 
tion of some administrative body (presumably the Interstate Com- 
merce Commission) before such securities are issued, or to rely on 
general statutory provisions under which the directors may issue 
such securities and be held responsible for their proper use. In 
the case of either of these alternatives, the accounting required must 
be full and adequate in every respect, and the Interstate Commerce 
Commission or other administrative authority must be empowered 
to do whatever may be necessary in its judgment to secure com- 
pliance with the statute and to prevent injury to the public. Either 
alternative would involve the valuation of property and services 
whenever such valuation may become necessary in establishing the 
integrity of the financial transactions involved. 

The first alternative insures reasonably full publicity before the 
fact. Official inquiry following the formal application would tend 
to discourage attempts at evasion ; and would probably in many in- 
stances prevent the filing of applications for issues which are ques- 
tionable either because of their financial unsoundness or because they 
duplicate existing lines instead of adding to public convenience. 

Your Commission, nevertheless, prefers the second alternative 
and doubts the expediency under present conditions of a general 
law forbidding railroads to sell securities without specific authoriza- 
tion in advance, it being understood that the face value of these ' 
securities is not to be construed as an obligation on the public. 
Authorization in advance would tend to create an impression on the 
part of the investing public of a guaranty or official recognition of 
values, which no administrative authority can safely give. The 
absence of such recommendation by this Commission is intended to 
make it clear that no such guaranty should be given. A growing 
railroad has constant need of money, and its officers and directors 
are the best judges of the amount of its annual requirements. It is 
manifestly to the interest of the company and of the public that 
a road should get its money as cheaply as it can. The policy of 
allowing a floating debt to accumulate with a view to its extinction 
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by the sale of permanent securities upon the completion of its im- 
provements is not a good one, and should be avoided wherever pos- 
sible. An administrative body whose approval was required in ad- 
vance for the sale of securities would have great difficulty in al- 
ways acting promptly enough to enable the roads to avail them- 
selves of favorable money markets, and avoid the creation of float- 
ing debt, and might do its work so carelessly as to result in shielding 
the directors from responsibility, instead of acting as a safeguard 
to the public. 

We are disposed to leave for the present to state commissions 
the responsibility of passing upon the questions of public conven- 
ience and necessity involved in the building of lines to be constructed 
within the limits of their several states, and to rely on full publicity 
as to the use of the proceeds of the sale of securities and of other 
assets as a safeguard against financial abuses. 

10. FACTS TO BE DISCLOSED. 

With this end in view, every company should be required to fur- 
nish to the Interstate Commerce Commission at specified dates a full 
statement, including the names of the parties concerned, of all 
financial transactions that have taken place during the periods cov- 
ered by the report, whether in cash, in securities, or in other valuable 
considerations, and whether embraced in income account or outside 
of it. This statement should also include the disposition of sur- 
plus. Every company should be further required to compile for 
the information of its shareholders facts in regard to the financial 
transactions of the company for its fiscal year, of such a character 
and in such form as the Interstate Commerce Commission may 
direct. 

The Interstate Commerce Commission should have the power to 
investigate all such financial transactions and to inquire into the 
bona fides thereof; the right to call for the production of books 
and papers of railroad companies, construction companies or other 
companies with which the railroad company shall have had financial 
transactions, for the purpose of enabling it to verify any statements 
so furnished to it; and the power to examine into the actual 
cost as well as the value of property acquired or of services ren- 
dered. In all transactions investigated, from the purchase of sup- 
plies to the acquirement of new lines by consolidation, every interest 
of the directors should be disclosed, and adequate penalties pro- 
vided for any failure to make such disclosure. 
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This enumeration is illustrative and not inclusive. Some of these 
items the Interstate Commerce Commission now requires in the re- 
ports of the companies ; other items are not now required and prob- 
ably cannot be under the present Act to Regulate Commerce. All 
of them call for facts or groups of facts which the Interstate Com- 
merce Commission should be empowered to ascertain in the admin- 
istration of an amendment to the Act to Regulate Commerce, con- 
cerning which we have prepared and attach to this report a more 
definite suggestion. 

11. PHYSICAL VALUATION. 

"Physical valuation" of railroads in its bearing on capitalization 
has been to some extent advocated, and to a greater extent opposed, 
upon the idea that, if undertaken by the United States Government, 
it will be made a justification for reducing the amount of the out- 
standing securities of the railroads to the figure thus ascertained, 
or for preventing them from issuing new securities when the 
amount of their outstanding stocks and bonds exceeds the physical 
value of their properties as so determined. Should a valuation of 
the physical property of railroads be made, it ought not, if properly 
applied, to involve either of those dangers. 

An attempt to scale down old securities is clearly out of the 
question. Apart from the obvious constitutional difficulties of such 
a course, considerations of public expediency of themselves forbid it. 
The direct loss from the unsettlement of legal and equitable rela- 
tions would be very great. The indirect loss from the withdrawal, 
of confidence in American railroad investments would be immeas- 
urable. Such a readjustment would become archaic almost from 
the outset, because an adjustment of securities based upon the values 
of today might be totally erroneous tomorrow. It would be equally 
inadvisable, in cases where outstanding securities were in excess of 
the physical valuation, to prohibit the issue of new securities until 
physical value had become equal to the amount of securities out- 
standing; because this principle, if generally applied, would prevent 
roads so situated from securing the capital needed for the service 
of the community. 

Whenever a railroad company acquires new property in return 
for the issue of its securities, or in expending the proceeds of 
such securities, every means should be placed at the disposal of 
the Interstate Commerce Commission to ascertain the value of such 
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property as accurately as possible. A fundamental, though not 

necessarily a controlling, element in value is cost of reproduction. 

This is true of property in general ; it has been specifically affirmed 
of railroad property by the Supreme Court of the United States. 
Eminent railroad men who have appeared before this Com- 
mission have stated that in their opinion cost of reproduction 
or physical value was the most important single element in deter- 
mining the true value of the railroad as a whole. Indeed, we be- 
lieve it to be in the interest of railroads, no* less than of those who 
use them, that the Interstate Commerce Commission should be given 
broad powers and adequate means for valuation of the physical 
property of railroads as one element in determining fair value, 
whenever, in the judgmertt of that Commission, this is of sufficient 
importance to warrant such action. This will give the public infor- 
mation which it is entitled to demand, and which can, in our judg- 
ment, be better and more economically obtained in this way than in 
any other. The attempt to oppose a system of physical valuation of 

this kind tends to give countenance to exaggerated estimates of the 

amount of water in railroad stocks. 



12. RESULTS TO BE EXPECTED. 

We believe that the powers granted to the Interstate Commerce 
Commission by the preceding recommendations may be found large 
enough to protect the public, without the necessity of passing a law 
that should require specific approval in advance of the amount and 
purpose of stock and bond issues. 

We do not say that the enforcement of a law of this kind will 
be easy. The public in all parts of the country has become accus- 
tomed to the evasion of laws concerning capital stock. It is far 
easier to pass a radical measure which is going to be evaded than 
to secure obedience to a conservative one. But we are confident that 
full public knowledge of the facts will diminish the evils and mis- 
understandings described in the opening paragraphs of this report 
as being the chief sources of the demand for immediate federal ac- 
tion, and will at the same time furnish the proper foundation on 
which to base more thorough-going reforms. 

One of these evils was that bondholders were at times deluded 
into the belief that there was a security behind their bonds which 
did not exist, and that the railroad company was mortgaging a 
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piece of property when it was only capitalizing an expectation. 
They thus entrusted the control of their money to men who had 
comparatively little ^t stake. If a profit was made, the promoters 
could appropriate it; if money was lost, the loss fell on the bond- 
holders. Roads built largely with borrowed capital at the begin- 
ning have been prevented from subsequently obtaining the credit 
which they might otherwise command. They have therefore been 
less able to give to the shippers or to the travelers the facilities 
which are requisite no less for the convenience and safety of the 
public, than for^ the profitable utilization of the railroad itself. To 

the extent that we lessen debt, we shall increase the power of the 

roads to raise money when the public needs added facilities and 

shall at the same time reduce the chance of default and lessen the 

severity of commercial crisis. 

But to most people the danger of these financial consequences 
seems a less serious thing than the danger that the railroads will 
tax the users of the road for the sake of making profits on capital 
not actually furnished. The necessity for paying interest on bonds, 
and the desirability of providing for dividends on stock are some- 
times urged as a justification for increased rates; and they are fre- 
quently put forward as a reason why existing rates may not fairly 
be interfered with by law. To meet this danger, so far as it is a real 
one, and to avoid this misapprehension so far as it is a misappre- 
hension, it is essential that the stock should be what it purports to 
be. If it purports to represent one hundred dollars paid in on 
every share, one hundred dollars should actually be paid in. If it 
purports only to be a participation certificate, giving a proportionate 
interest in any profits that may be earned, it must be understood 
that this is its essential character, and that if it claims any further 
rights than this, it must prove them by specific evidence. This is 
in the interest of all parties — of the honest investor and the progres- 
sive manager, of the shipper, the traveler and the general public. 

If full publicity be given to the facts, we shall also lessen the 
fraudulent creation of debt. It is the degree of publicity as to the 
facts, rather than the stringency of the law, which gives the people 
any real protection. A stringent law inadequately enforced and 

secretly evaded is the worst thing that can possibly be offered the 

public, because it gives color to claims which have no foundation in 

fact. 
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13. CONFLICTS OF JURISDICTION. 

i 

While we do not think that the time is ripe for a sudden and 
quasi-compulsory transfer of the direct control of the stock and 
bond issues of interstate railroads from the states to the federal 
government, we cannot help recognizing that there arc conflicts of 
jurisdiction in the construction, operation and financing of interstate 
railroads which may more and more embarrass interstate commerce 
and necessitate a larger degree of federal control, or even result in 
federal incorporation. 

A road organized by an individual state is subject to state juris- 
diction regarding certain rates and facilities and purposes for which 
securities may be issued, and is responsible to the state courts for 
the performance of its functions. The instant that its cars pass 
across the state line or that its shipments are routed to points in 
other states it becomes responsible to the Interstate Commerce Com- 
mission and to the federal courts. Constitutionally Congress has 
paramount authority over interstate commerce and by its action can 
abrogate any previous action of the states which may prove incon- 
sistent therewith. Practically it is easy to see how a conflict may 
arise between local and national requirements regarding facilities or 
methods. The state may prescribe one way of doing business; the 
national government may prescribe another, and forbid the one or- 
dered by the state. It is only by the care of our railroad commis- 
sioners, state and national, that serious difficulties of this kind have 
been avoided in the past. 

Even more perplexing are the questions which may arise in con- 
nection with the control of interstate railroad rates. The local legis- 
latures and commissions have ideas of their own regarding rates 
which may differ in some respects from the ideas of Congress or 
of the Interstate Commerce Commission. But the relation between 
through and local rates is frequently so close that the two sets of 
things cannot be arranged on independent principles. The reason- 
ableness of the through rate may depend upon its relation to the 
local rate, and vice versa. It becomes increasingly difficult each 

year to leave a corporation free to fix its local rates subject to the 

jurisdiction of state commissions and state courts only. 

Thus the exercise by a state of its authority over railroads or- 
ganized or operating in its territory, prescribing terms on which. 
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and the limitations within which, it may issue securities, may di- 
rectly interfere with and embarrass interstate commerce, when the 
issue of such securities is essential for raising funds to be applied 
in furnishing the necessary facilities for its interstate traffic. One 
or more instances of this have been brought to our attention. That 
they have not been more numerous is doubtless owing to the discre- 
tion and conservatism which have usually characterized the action 
of state commissions. Such state regulation of the security issues 
of interstate railroads may be wise or unwise from a local point of 
view; but the state determination cannot control the federal right. 

This danger of possible interference with interstate commerce nec- 
essarily tends to increase with the number and activity of state 
commissions; and it was for the protection of such commerce 
against any interference that the power of regulation was vested in 
the federal government. 

14. DEVELOPMENT BY INTERCORPORATE HOLDING. 

Some states have laws compelling railroads within their borders 
to be organized under the laws of the states in which they are 
located and forbidding foreign corporations, so-called, from con- 
structing, owning and operating lines thus located. The eflfect of 
these and other similar statutes has been largely avoided by a sys- 
tem of intercorporate holdings, imder which a corporation organized 
in one state which owns the stock or the major part of the stock 
of a road in another state can secure the capital necessary for con- 
struction or betterment without subjecting itself to the restrictive 
laws of the state where the money is actually spent. One or two 
instances will show how this system works. 

The state of Texas has a law which rigidly limits the extent to 
which roads in that state may be capitalized. It seems to have been 
the expectation of those who passed the Texas law that it would be 
a protection to all those interested in the proper operation and regu- 
lation of railroads. But it has had the practical effect of making 
it difficult to get directly by the sale of securities of railroads located 
in Texas, the necessary capital for their improvement ; because if a 
road was already capitalized to an amount in excess of the official 
valuation of the State Commission, no further securities could ordi- 
narily be placed upon the property for necessary improvements, 
until this deficiency was made good. Under these circumstances 
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companies organized in other states which own lines in Texas need- 
ing added investments of capital in order to handle their traffic in 
that state economically, frequently resort to a simple expedient. In- 
stead of issuing securities of the Texas company they pledge the 
credit of the parent company and put into a collateral trust any 
hitherto unpledged securities of these Texas roads that they may 
have in their treasury, and if they haVe none, then other securities 
or property, thus issuing imder the authority of another state securi- 
ties whose proceeds are to be spent in Texas. 

When the Chicago, Milwaukee & St. Paul Railroad wished to 
build its Puget Sound extension, it had to pass through several states 
whose laws forbade corporations chartered under laws of other 
states to build roads within their borders except as a connection or 
prolongation of a road actually built to the state line. In order to 
conform to these restrictions, the St. Paul Road would have had to 
build its line slowly, step by step, instead of doing work in several 
states at once and putting the road through as promptly as possible. 
To avoid this difficulty it had to organize a separate company to 
build the road in each state which had such a law. This in itself 
was not a serious evil; it simply involved additional expense, to 
have separate corporations do things piecemeal which might have 
been done as a imit without such intermediaries. But it tended 
to render state control less effective, instead of more so. The 
system thus forced upon the St. Paul Road would give every op- 
portunity for deception to a road which might want to deceive. 

Where a company builds it own roads, it is possible to find out 
what they cost and have the matter properly entered in the balance 
sheet; but where a corporation is artificially encouraged to divide 
itself into several parts, the parts that do the constructing can sell 
their finished roads to another part, at an abnormal profit. This 
transaction may furnish the parent company an excuse for an over- 
issue of securities. If the securities thus over-issued are paid for 
in full, it will put a certain amount of cash into the treasury of 
the newly organized company for which it becomes very difficult 
to hold the directors of the parent company to strict account. If 
they are not fully paid for, it simply means that the alleged profits 
of the parent company may be made the excuse for furnishing its 
stockholders, in the shape of a dividend payable in its own stock, a 
number of pieces of paper whose face value is greater than the 
amount actually contributed. 
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15. CONTROL BY INTERCORPORATE HOLDING. 

Of the total amount of railroad capital outstanding on June 30, 
1910, $3,952,000,000, or more than twenty per cent of the whole, 
was held by railroad companies themselves. About one-third of this 
was bonds, and two-thirds stock. There is also a large additional 
amount of railroad securities owned by various "holding com- 
panies," which are not, technically speaking, railroad corporations 
and do not make return of their capital to the Interstate Commerce 
Commission, but which control the policy and direct the operation 
of the roads whose securities they have purchased. Any Artificial 
stimulus to these intercorporate holdings is a public evil. Where 
a railroad controls the operations of another railroad by owning a 
majority of its stock, or where a holding company controls the 
operations of several roads in the same manner, we have all the dis- 
advantages of consolidation, without getting all of its advantages. 
We get the centralization of financial power ; we do not get all the 
economy of operation which should go with it. 

Apart from this general danger, we open the way to several 
specific evils. 

Where a railroad controls the operations of another road by the 
ownership of a majority of its stock, there is constant danger that 
the minority holders will not be fairly treated. The road thus pur- 
chased has become part of a large system, and is operated by 
the representatives of the whole system. It is almost certain that 
the advantage of the whole will be preferred to the separate inter- 
ests of the part in matters of operation, traffic and finance. 

Again, the existence of two or more companies under the same 
management, having separate oragnizations but united control, in- 
vites the concealment of financial transactions by the shifting of 
charges from one company to another. We have already shown 
how this may happen in the construction of a new road. It is 
equally possible in the operation of an old one. 

16. FINANCIAL DANGERS. 

A further effect of intercorporate holdings is to change con- 
. tingent charges into fixed ones. A railroad company buying the 
stock of another company almost always issues collateral trust or 
other bonds to pay for it; in other words, it puts the stocks into 
its own treasury and sells the bonds to the public. As long as the 
road is prosperous this change does little harm. In fact, it may 
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appear to do good. When a company has been able to buy a five 
per cent stock by the issue of its own four and a half per cent bonds, 
there is an apparent profit of one-half per cent annually on the 
transaction to the company and an apparent reduction in total 
charges which it must meet. But with any diminution in traffic, the 
bad effect of the change is at once obvious. The interest on tlie 
bonds remains a fixed charge against the company. The effect of a 
loss of dividends would have been felt chiefly by the individual 
stockholders; a default, or even a threatened default, of interest 
has an effect on the credit and confidence of the country as a whole, 
and may precipitate a financial crisis. 

The extent to which the credit of our railroads is being pledged 
is evidenced by the change in the proportion of railroad stocks and 
bonds held by the public. In 1899 these were nearly equal; 
$4,307,000,000 stocks and $4,336,000,000 bonds. Eleven years later 
the figures given by the statistician of the Interstate Commerce 
Commission were $5,578,000,000 stocks and $8,865,000,000 bonds— 
a serious disproportion. The growth of intercorporate holdings 
is responsible for a considerable part of this change. This dispro- 
portionate growth of fixed interest-bearing obligations as compared 
with stock is primarily the result of the issuance of bonds in pay- 
ment of roads acquired, and would still have taken place even if title 
had been taken in fee instead of through stock ownership ; but the 
latter method, by reason of its facility for the issue of collateral trust 
bonds, has unquestionably been an important factor in creating this 
disproportion. 

So long as different parts of what is naturally a connected system 
of railroads are chartered by separate states there are likely to be 
artificial obstacles to consolidation ; and while these obstacles exist, 
we shall find it difficult either to check the tendency toward in- 
creased intercorporate holdings, or to deal with the evils incident 
thereto. Each instance of intercorporate holdings thus furnishes 
an added argument for federal charters. 

17. ALTERNATIVE METHODS. 

In the present state of the law, there are two distinct methods 
by which we might avoid conflicts between the state and federal gov- 
ernments in the control of railroad stock and bond issues, and deal 
with the problems of construction and finance incident thereto. 
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One method relies on a full interchange of views between the 
Interstate Commerce Commission and the commissions of the sev- 
eral states, as a means of securing harmony. If it is possible for 
the members of all these different bodies to arrive at a common 
understanding on a question of public policy, they usually have little 
trouble in getting the necessary authority from Congress and the 
state legislatures to put a consistent policy into effect. This way 
of doing things was illustrated in the legislation regarding safety ap- 
pliances a few years ago; it is just being illustrated in connection 
with control of railroad accounts today. In each of these matters 
a great deal of trouble was made by conflicting requirements; in 
each, a full discussion of the questions involved was followed by a 
substantial agreement on the main points, and the good sense of the 
several commissions prevented serious difficulties from being raised 
about minor ones. 

Whether we could secure a similar agreement on matters of 
finance, where the conflict of interest between different localities is 
more serious and the differences of opinion are more fundamental, 
is open to doubt. 

If the public interest of the United States as a whole should be 
jeopardized by these differences, we can perhaps have recourse to a 
Federal Incorporation Act, which shall permit railroads to exchange 
their state charters for federal ones. We believe that such an Act 
could be so drawn as to offer advantages in the conduct of interstate 
traffic without unduly conflicting with local interests. The most 
important of these advantages would be : (1) The right to construct 
lines needed for interstate commerce, under proper local supervi- 
sion, and with proper regard for local needs, but without the agency 
of local corporate organizations; (2) The right to have rates super- 
vised by a single authority which could pay proper regard to the 
mutual relations of local traffic and interstate traffic, instead of two 
separate authorities dealing with the two things independently; (3) 
An equitable system of taxation which would distribute to the sev- 
eral states their proportionate parts of taxes levied on both the 
tangible and intangible property of the railroad by some harmonious 
plan. 

It is too early to make definite choice between these two alter- 
natives. But it is not too early to indicate the principles which 
should guide our legislation concerning stocks and bonds in either 
event. For our progress toward putting these principles into effect 
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will necessarily be slow by either method. If we try to bring the 
views of different legislatures into harmony, the discussion must be 
deliberate in order to have any chance of success. If we rely on 
permission to exchange state charters for federal ones, we must 
give both the railroads and the states time to learn the wisdom of 
availing themselves of this opportunity. 

If in the dicussion that follows we have seemed to have more 
definitely in mind the adoption of a federal charter than federal 
control of state corporations, it is because this method enables us 
to make our suggestions in clearer and more concrete shape ; the un- 
derlying principles and aims would be substantially the same in the 
two cases. 

18. TREATMENT 01^ EXISTING ISSUES. 

Whatever alternative we adopt, any disturbance but a voluntary 
one of the existing amounts or status of bonds or stocks validly 
issued is clearly inadmissible; and in general there should be as 
little disturbance as possible of the relations today existing between 
different classes of security holders. These relations often seem 
unnecessarily complicated, both in their provisions regarding distri- 
bution of income and in their delegation of voting powers. But 
the confusion and litigation which would result from the attempt to 
disturb them would outweigh any possible good to be obtained. 

The absence of any attempt to base security issues upon revalua- 
tion will emphasize the true character of our American railroad 

stocks, as being essentially participation certificates giving a right 

to a proportionate share of whatever profits may be earned, rather 

than evidences that a certain specific amount of money has actually 
been invested in the property. 

19. PRICE OF NEW ISSUES OF STOCK. 

A most important and difficult question is that of the price at 
which new stock may be issued. We believe that no restrictions 
except those of publicity should be placed upon the power of the 
directors to issue new stock pro rata to their stockholders at or 
above par, even though the price received be less than the existing 
market value of the old stock. The experience of Massachusetts 
has shown that the attempt to prohibit the issue of stock below its 
market value has hampered the investment of capital and has dis- 
tinctly interfered with the development of facilities. If this has 
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been the experience of Massachusetts, where capital was abundant, 
we can hardly expect better results in states where capital is more 
scarce. 

A further objection to any attempt to compel the sale of new 
stock at a price above par is that it implies a certain warrant that 
this value, thus publicly fixed, will be maintained in the future, on 
the old stock as well as the new. In thus attempting to limit profits, 
it may actually tend to guarantee them. 

The question whether the directors should be allowed to issue 
stock below par is a harder one to answer. On the face of the 
matter it seems as though the requirement that no stock should be 
sold at less than par was a fundamental principle of sound finance. 
So it is, if it results in the sale of stock at par ; not so, if it results 
in the sale of bonds at a discount. If a road whose stock, for any 
reason whatsoever, sells below par is prohibited from issuing stock 
at less than par, it means that it must raise all its money by bonds. 
It is compelled to go more and more deeply into debt. The worse 
the financial position of the road, the stronger is the compulsion 
and the heavier are the interest charges on the bond. To compel 

the weaker roads to pursue their present policy of issuing fixed in- 
terest-bearing obligations by reason of their inability to sell stock at 
par may before long, by reason of a large crop of receiverships, re- 
sult in intensifying the acuteness of the next panic and in prolong- 
ing the subsequent business depression. 



If the stock bears upon its face the statement that each share 
represents a contribution of one hundred dollars or any other 
specified sum which constitutes its par value, we see no easy way of 
avoiding this difficulty. If a document says one hundred dollars has 
been paid, one hundred dollars ought to be paid. The most that can 
properly be done is to allow companies which cannot sell such stock 
at par to arrange for the "amortization," or gradual cancellation, of 
any necessary discount by appropriating, out of future income or 
surplus which may accrue subsequent to the issue of such stock an 
annual sum having precedence over dividend payment, to be so ap- 
plied pn capital account as to make the deficiency good in a period of 
no very great length. If proper provision is made for thus can- 
celling or amortizing this deficiency, such stock may properly be 
made, by general law, non-assessable. The reluctance of directors to 
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impair their ability to pay dividends for a term of years will pre- 
vent the abuse of this power. We believe the issue of stock at a 
discount, under safeguards like these, to be far preferable, in the 
interest of the public, to the sale of bonds at a high rate of interest, 
or what amounts to the same thing, at a large discount. 

20. SHARES WITHOUT PAR VALUE. 

We do not believe that the retention of the hundred dollar mark, 
or any other dollar mark, upon the face of the share of stock, is 
of essential importance. We are ready to recommend that the law 
should encourage the creation of companies whose shares have no 
par value, and permit existing companies to change their stock into 
shares without par value whenever their convenience requires it. 
After such conversion any new shares could be sold at such price 
as was deemed desirable by the board of directors, with the require- 
ment of publicity as to the proceeds of the sale of such shares and 
as to the disposition thereof ; giving to the old shareholders, except 
in some cases of reorganization or consolidation, prior rights to sub- 
scribe pro rata, if they so desired, in proportion to the amount of 
their holdings. 

As between the two alternatives of permitting the issue of stock 
below par, or authorizing the creation of shares without par value, 
the latter seems to this Commission the preferable one. It is true 
that it will be less easy to introduce than the other, because it is 
less in accord with existing business habits and usages; but it has 
the cardinal merit of accuracy. It makes no claims that the share 
thus issued is anything more than a participation certificate. 

The objections to the creation of shares without par value are 
two in number: First, that their issue will permit inflation, by 
making it easy to create an excessive number of shares; and sec- 
ond, that it will produce a division of roads into two classes, those 
whose shares have a par value and those whose shares have not. 
The second of these objections does not appear to be a very serious 
one. There are listed on the stock exchanges today, side by side 
with one another, shares of the par value of one hundred dollars, 
shares of the par value of fifty dollars, shares with very much 
smaller par value, and a few, like the Great Northern Ore Certifir 
cates, with no par value at all. The share sells in each case simply 
for what the public supposes it to be worth as a share. The danger 
of inflation deserves more. serious consideration. We believe, how- 
ever, that it is more apparent than real, because shareholders will 
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be jealous of permitting other shareholders to acquire shares in the 
association except at full market value, and will not permit the 
issue of such shares to themselves at prices so low as seriously to 
impair the market or other value of their holdings. Shares either 
with or without par value, and whether sold at par or above par 
or below it, should, except in cases of consolidation and reorganiza- 
tion, be offered in the first instance to existing shareholders pro 
rata. 

The issue of stock without par value offers special facilities for 
consolidation and reorganization. 

Where two roads have consolidated whose shares have different 
market values, it has been the custom to equalize the difference by 
the issue of extra shares of the consolidated company to the owners 
of the higher priced stock. This practice has always tended to pro- 
duce increase of capital issues, and may readily cause the new 
stock to be issued for a consideration less than its par value. The 
only alternative was to scale down some of the old stocks ; and this 
often involved serious difficulties, both of business policy and 
of law. By the simple expedient of omitting the dollar mark from 
the new shares, the number can be adjusted to the demands of finan- 
cial convenience, without danger of misrepresentation or suspicion 
of unfairness to anyone. 

In the case of reorganizations, the advantage of shares without 
par value is even more obvious. It is here that the necessity and 
justice of getting money from stockholders is greatest. It is here 
that the impossibility of getting them to pay par for new shares is 
most conspicuous. We believe that in such cases the public interest 
would be subserved and the speedy rehabilitation of the roads pro- 
moted, by requiring the conversion of the common stock and en- 
couraging the conversion of the preferred stock into shares without 
par value; the certificates simply indicating the proportionate or 
preferential claims of the holders upon assets and upon such profits 
as might from time to time be earned. 

All of these considerations seem to apply with equal force to 
the securities of railroads under state incorporations, and we believe 
the laws of the several states could with advantage be modified so as 
to provide for the issuance of stock without par value. 

21. NEW ISSUES OF BONDS. 

It seems to be generally agreed that no limitation should be 
placed on the price at which bonds can be sold, but any discount 
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should be cancelled or amortized during the life of the bonds by the 
appropriation each year, out of annual income or surplus accumu- 
lated after the issue of the bonds, of not less than the proportionate 
amount of the discount. In the case of convertible bonds, the same 
provision should hold good, with the additional restriction that after 
conversion the laws governing the amortization of discount on stock 
sold below par should apply also to the unamortized discount on con- 
vertible bonds. While the convertible bonds themselves may be sold 
below par, the conversion price of the stock should equal its face 
value; except of course in case of shares without par value, where 
no limit as to conversion price, is necessary, nor any amortization 
after conversion. The premium on bonds redeemed before ma- 
turity or the unamortized discount on bonds thus redeemed should 
be charged to profit and loss, and provision made for the gradual 
cancellation of this charge out of income. 

Issues of convertible bonds should be offered to stockholders 
pro rata, in the same manner as stock itself, to the extent to which 
they may choose to avail themselves of the privilege of subscrip- 
tion. 

22. DIVIDENDS AND RESERVE FUNDS. 

No attempt should be made by statute to limit railroad profits to 
a fixed percentage, or to treat a high cash dividend as necessarily 
indicating extortion. Railroad charges must be reasonable; but to 
try to control rates by arbitrarily limiting profits is to put the 
manager who makes his profit by efficiency and economy on the 
same level as the one who tries to accomplish the same result 
through extortionate charges. 

Scrip, bond and stock dividends should be prohibited. They 
are commonly justified on the theory that the company has in times 
past put earnings into the property which it might have divided 
among the stockholders, and that the scrip dividend merely reim- 
burses the stockholders for what they have put into the road. But 
these sums were put in, either to make depreciation and obsolescence 
good, or as actual additions to the property. In the former case 
the capital account ought not to be increased. In the latter case 
any such increase gives color to the claim that the shippers h^ve 
been taxed to pay for the improvement of the property, and that the 
stockholders have appropriated the result. 
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Many of the stock dividends in past years have represented an 
increase in the value of the property, not paid for either by in- 
vestors or by shippers, but due simply to the foresight of the 
management in locating and organizing its business wisely. Under 
these circumstances a stock dividend to represent this increased 
value may possibly have been justified, but it is far better to let the 
increased value be shown by a higher rate of dividend on the exist- 
ing shares of stock, instead of by an addition to their nominal 
amount. 

If we prohibit scrip dividends, we can permit the creation of 
proper reserve funds without having them regarded with suspicion 
as being a pretext for future issues of unpaid stock. Sound finance 

demands that the companies should set aside such funds, out of 

income, to "defray the cost of progress." They can thus provide 

against obsolescence, or make improvements which add nothing to 
the earning capacity of the property and ought not therefore to be 
made the basis of increased capital liability. 

Failure to encourage the creation of reserve funds out of sur- 
plus earnings would cause a constant increase of fixed charges, al- 
ready heavy enough. Whatever gain there might be in a present 
lowering of rates would be merely temporary. Investors and ship- 
pers would alike be misled ; the former into a fancied security as to 
the permanence of dividends, the latter into the belief that such 
reduction in rates was permanent. Ultimately such a course would 
lead either to higher rates or to steadily diminishing dividends and 
consequent impaired credit. Railroad credit is an important asset 

to the entire country, and it should not be wasted. In encouraging, 

therefore, the creation of reserve funds, we are only suggesting that 
the present generation shall not be unmindful of its obligations to 
future users of transportation. 

^ Cash dividends are not likely to be as large as scrip dividends, 
because the former involve the distribution of a corresponding 
amount of cash, while the latter do not. Under these circumstances 
the prohibition of script dividends should of itself encourage the 
creation of proper reserve funds. In this as in other respects, all 
these three proposals — freedom from arbitrary restriction of profits, 
prohibition of script dividends, and creation of proper reserve funds 
— hang closely together. Any one by itself may be of doubtful value. 
Taken together, they should produce a result advantageous to all. 
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23. TREATMENT OF INTERCORPORATE HOLDINGS. 

Whatever may be the evils due to such holdings, an unqualified 
prohibition of the ownership of stock of one road by another involves 
too much disturbance of existing relations to warrant us in advo- 
cating it. Much will be accomplished if we do away with the 
unnecessary extension of these holdings and provide for equitable 
dealings between the representatives of the purchasing company on 
the one hand and the holders of minority interests on the other. 

If a railroad company is allowed to build the necessary lines into 
other states for the handling of interstate business, instead of being 
compelled to create some separate company to do this, one fruitful 
reason for intercorporate holdings will be done away with. If we 
have full requirements of publicity regarding the purchase of stock 
of other companies, and have the disclosure of directors' interests 
therein, another source of danger is avoided. If, finally, we can 
remove artificial obstacles to consolidation by permitting the issue 
of shares without par value, we shall be able to avoid the expense 
of double corporate organization where a single company would 
better serve public economy and convenience. In this and other 
respects, many of our difficulties are due to the attempt to rely upon 
competition in a business which, in private hands, should be treated 
in essentials as a regulated monopoly. 

Any company, or group of companies, which has purchased a ma- 
jority of the stock of any existing road may properly be required to 
buy the minority stock at the same price as that paid for the majority 
stock where the price has been uniform. If the price has not been 
uniform, the purchase should be either at the average price paid 
for such holdings or at a price to be fixed by appraisal, at the option 
of the minority stockholders. • 

If a company has acquired control of the common stock of an- 
other, but not of its preferred, it should be required cither to buy the 
preferred stock or to make the preference cumulative. For the 
continued existence of a non-cumulative preference under such 
conditions will oflfer constant temptations to unfair dealing, if not to 
actual fraud. 

In order to avoid vexatious opposition to consolidation by a mi- 
nority it should be possible, after such an offer had been fairly made, 
to convey the property by three-fourths vote of the shareholders 
and dissolve the corporation. The purchase of les^ than a majority 
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of the stock of one line by another (except as one of a group of rail- 
roads jointly holding the stock of some connecting company) should 
be discountenanced and as far as possible prohibited. 

What we have here said applies only to intercorporate holdings 
arising out of railroad affiliations permissible under existing statutes 
and not in conflict with declared principles of public policy. 

24. REASONABLE AND UNREASONABLE EXPECTATIONS. 

An agreement on these lines will enable us to avoid many existing 
conflicts of jurisdiction, and will incidentally promote honest and re- 
sponsible management of our railroads in every department. So far 
as it does this, it will be a good thing both for investors and for ship- 
pers. But the extent to which a law regarding security issues, how- 
ever well drawn, can protect either the investor or the shipper is 
quite limited. 

Most of those who advocate legislation on this subject hope for 
wider results than can possibly be reached by any such means. One 
man expects that a good law on stock and bond issues will be of great 
service in enabling courts and commissions to protect the shippers 
against overcharge. A second believes that both investors and ship- 
pers can be benefited by an abolition of the profits of the promoter. 
A third thinks that our securities can be standardized, so that the 
investors will be sure of getting the returns which are promised 
them. A fourth demands that public confidence be so restored that 
the community may get the railroad capital it requires. The attain- 
ment of these results is beyond the power of an Act of Congress. 
The chief thing that such an Act can do is to remove obstacles which 
bad laws and worse practices have placed in our way. 

The attempt to render direct protection to the shipper by a federal 
statute regarding stock and bond issues is attended by difficulties 
which are almost insuperable. 

In the case of Smyth vs. Ames the Supreme Court of the United 
States held that the amount of bonds and stocks outstanding was but 
one among many matters to be considered in deciding whether rates 
were reasonable. This therefore is the law as determined by prece- 
dent ; and it is fortunate that the dictates of precedent coincide with 
those of business sense. The attempt to make the face value of se- 
curities issued the determining factor in rates would result in putting 
a premium on roads which had been speculatively, not to say dis- 
honestly, built, or managed, by allowing them to charge higher rates 
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on account of the inflated capital thus produced. And, wholly apart 
from any such speculation or dishonesty, the amount of stock capital 
and bonded debt, even if paid for at par, is a very inaccurate and 
incomplete criterion of the value of the property devoted by its own- 
ers to public use. It has at best only a historical importance, as 
showing what property was or purported to be worth at the time of 
the incorporation. It does not show what it is worth, or whstt rates 
may properly be charged for its use, ten years later or even one year 
later. 

25. promoters' profits and services. 

We are told that the profit of the promoter represents a wholly 
unnecessary burden upon the American public, and that so far as 
this profit can be done away with it will be good for all parties. 
Neither of these statements is quite true. The promoters, using the 
term in a broad sense, may be divided into two classes ; constructors 
who build a road whose future is uncertain, in the expectation of 
selling the stock for more than it cost them; and financiers who 
induce the public to buy the bonds of such roads. Both of these 
classes, if they do their work honestly, render useful services to the 
public. The constructor gives our undeveloped districts the benefit 
of new roads, which they would not get without his intervention; 
and if he does his business well he builds the roads more economi- 
cally than anybody else could. The financier renders an equally 
important service in collecting the capital of the investors to build 
new railroads or improve old ones. On the Continent of Europe 
this is done by the banks. The great banking concerns of Germany 
use a very considerable part of their deposits in carrying industrial 
enterprises during their initial stages before their merits have been 
demonstrated, and then disposing of them to the actual investor at 
a profit in order to set their capital free for the floating of new 
concerns. But in the United States the power of the banks to do 
this is limited by law and by custom ; and so far as they either can- 
not or do not, it must be done by financial houses especially organ- 
ized for the purpose. 

Our American system undoubtedly involves grave possibilities of 
fraud. The man who is constructing a road is tempted to persuade 
people to loan him money on inadequate security. The financiers 
may be tempted to wink at this deception. Worst of all, the roads 
thus built may be built for sale at an inflated valuation. The pro- 
moter may obtain his profit, not from the legitimate increase of the 
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value of his property, but from his power to persuade the manage- 
ment of some larger system to buy the branch road for more than it 
is really worth. These are evils which publicity would do much to 
check. Where there is no fraud, the promoter renders a service for 
which he is entitled to fair remuneration. 

26. STANDARDIZATION OF RAILROAD SECURITIES. 

We are told that if it was possible to standardize food by a pure 
food law, it ought to be possible to standardize railroad securities by 
a securities law. It is possible — to the same extent and no more. 
The pure food law enables a man to know what he is buying. It 
does not certify that the thing he buys is good for him. That is left 
to his intelligence. The government cannot protect the investors 
against the consequences of their unwisdom in buying unprofitable 
bonds, any more than it can protect the consumers against the con- 
sequences of their unwisdom in eating indigestible food. Unless we 
are prepared to have government guarantees of interest on railroad 
investments — a most questionable proposal — ^the only way in which 
we can standardize railroad mortgages is the one which we use with 
savings bank mortgages. We can insist on double security. We can 
say that at least half the capital of a railroad must be subscribed by 
stockholders, and that not more than half may be raised by borrow- 
ing — a difficult requirement under existing conditions. Until we 
are prepared to pass some law of this kind the investor must depend 
upon his own intelligence to protect him from loss. The function of 

the government is to see that correct information is available. 

27. RESTORATION OF PUBLIC CONFIDENCE. 

There was a time when the efforts of the banking authorities in 
most of the states were directed toward getting the discount rates as 
low as possible. The bank commissioners in those days regarded 
themselves as the representatives of the merchants who wanted 
loans. They made little or no attempt to safeguard the stockholders 
and creditors of the bank. Those were the days of wildcat banking. 
The country has passed beyond that period — not solely or primarily 
because it obtained a national banking law, but because it admin- 
istered that law with due regard to the security of the stockholders 
and creditors of the bank as well as its customers. We have not 
developed our ideas of railroad management as far as we have devel- 
oped our ideas of bank management. The subject is a more complex 
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one. The apparent conflict of interests between the management 
and the customers is greater with a railroad than with a bank. 
As a result of this misunderstanding, the necessary development of 
railroad facilities is now endangered by the reluctance of investors 
to purchase new issues of railroad securities in the amounts re- 
quired. This reluctance is likely to continue until the American 

public understands the essential community of interest between ship- 
per and investor and the foU^ of attempting to protect the one by 
taking away the rewards of good management from the other. 

We are told that a good law regarding national incorporation 
would of itself create public confidence. This is an over-statement. 
Such a law would remove one set of sources of distrust, but there 
is another set, more fundamental, which can only be removed by 
the exercise of intelligence on the part of the American people as 
a whole. 

28. AMOUNT OF ADDITIONAL CAPITAL REQUIRED. 

There is a widespread belief, based on imperfect examination of 
the evidence, that the amount of capital needed for the future de- 
velopment of our railroad system is small in proportion to that which 
has been required in the past ; that the profits on such added invest- 
ments of capital arc reasonably well assured ; and that we can there- 
fore fix attention predominantly if not exclusively on the needs of 
the shipper without interfering with the necessary supply of new 
money from the investors. 

It i^ quite possible that the building of additional railroad mileage 
will be far less rapid in the future than it has been in the past, 
but the capital needed for the development and the improvement 
of the mileage already existing is enormous, even if we built no 
new mileage at all. The outstanding stock and debt of the railways 
in the United ' States averages less than $60,000 a mile of line. 
This figure is bound to be greatly increased in the immediate future. 

As our population gr9ws denser, we shall need more and more to 
approximate European standards of construction by the increased 
amount of double track, the abolition of grade crossings, the develop- 
ment of station facilities both for passengers and for freight, and 
many other improvements scarcely less fundamental. While our 
railroads are perhaps even better equipped than those of Europe 
for the economical handling of large masses of long distance freight, 
they are far from being adequately provided with appliances to 
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secure the convenience of the public or the safety of passengers and 
employees. The cost of all these things is very great. The average 
capitalization per mile of railroads in Germany is $109,000, in France 
$137,000, in Belgium $177,000, in Great Britain $265,000 ; and, con- 
trary to the commonly received opinion, much of this excess of cost 
as compared with American roads, is due to other causes than the 
price of real estate — an item in which our companies have had a 
great advantage. The cost of European roads has been largely due 
to improvements which we have not yet made and many of which 
we must make in the future as population grows denser. The thou- 
sands of millions of dollars needed for these purposes must be raised 
by the sale of securities. 

29. PRESENT RETURN AND FUTURE SECURITY. 

Neither the rate of return actually received on the par value of 
American railroad bonds and stocks today, nor the security which can 
be oflFered for additional railroad investments in the future, will 
make it easy to raise the needed amount of capital. 

The ratio of interest and dividends to outstanding bonds and 

stocks of American railroads is not quite four and a half per cent in 

each case. The average ratio of dividends to the capital of national 

banks is between ten and eleven per cent. If it be objected that the 
value of the stocks of our railroads is in considerable measure due 
to the growth of the community rather than to the cash originally 
invested, and that the bonds and stocks of railroads should there- 
fore be compared with the combined capital and surplus of the 
national banks, we find that these banks have for the last three years 
maintained an average ratio of dividends to capital and surplus 
combined of over six and a half per cent. If we look not at the 
sums divided, but at the sums earned, we find the same difference of 
profit in favor of the banks. 

Nor can the security which most of our railroads offer be regard- 
ed as exceptional. The underlying bonds of the older systems are 
doubtless secure. It is not probable that even a grave commercial 
crisis will affect the return of a trunk line first mortgage. But very 
little of the new capital can be raised on securities of this kind. 
Most of it must come either from bonds which will not be a first lien 
for many years, or from new issues of capital stock. The investors 
in these securities, and especially in stocks, take risks which cannot 
be accurately forecast. Apart from probable fluctuations in traffic 
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and possible increase in cost of operation, newMnventions may at 
any time render much of their present plant antiquated. The sub- 
stitution of electricity for steam is but a type of the many changes 
which railroads may be compelled to make, any one of which might 
involve large additions to their cost without the assurance of cor- 
responding additions to their return. 

30. WHAT CONSTITUTES A REASONABLE RETURN. 

Wc hear much about a reasonable return on capital. A reason- 
able return is one which under honest accounting and responsible 
management will attract the amount of investors' money needed for 
the development of our railroad facilities. More than this is an 
unnecessary public burden. Less than this means a check to rail- 
road construction and to the development of traffic. Where the in- 
vestment is secure, a reasonable return is a rate which approximates 
the rate of interest which prevails in other lines of industry. Where 
the future is uncertain the investor demands, and is justified in 
demanding, a chance of added profit to compensate for his risk. 
We can not secure the immense amount of capital needed unless we 
make profits and risks commensurate. If rates are going to be 
reduced whenever dividends exceed current rates of interest, in- 
vestors will seek other fields where the hazard is less or the oppor- 
tunity greater. In no event can we expect railroads to be developed 
merely to pay their owners such a return as they could have ob- 
tained by the purchase of investment securities which do not involve 
the hazards of construction or the risks of operation. 

31. POINTS TO BE EMPHASIZED. 

In concluding its report your Commission desires to emphasize 
the following points: 

1st. The questions presented for its consideration do not include 
or involve a comparison of the policy of governmental ownership 
of railroads, with the policy of private ownership in any of its 
forms. The Act of Congress under which the Commission was 
appointed provides that its duty shall be "to investigate questions 
pertaining to the issuance of stocks and bonds by railroad corpora- 
tions, subject to the provisions of the Act to regulate commerce, 
and the power of Congress to regulate or affect the same." The 
Commission has, therefore, concerned itself exclusively with ques- 
tions which arise under a system of governmental regulation of 
privately owned railroads. 
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2nd. It has not seemed to the Commission profitable to consider 
at length what the government might have done in times past, nor 
to enter upon a historical recital of incidents arising out of the 
unregulated issue of securities. Railroad development has gone so 
far and such a vast volume of securities has already been issued, 
that the only questions of real importance today are whether, under 
the conditions which now exist, it is desirable for the federal gov- 
ernment to regulate the issue of future securities, and if so, to what 
extent and in what manner. In other words, the large volume and 
complex relationships of the outstanding securities, the issue of 
which has not been regulated at all by the federal government and 
has not been effectively regulated by the state governments, make it 
impossible to treat the question of present or future regulation as 
it might have been treated if these securities were not already in 
existence. 

3rd. It would have been equally unprofitable for the Commission 
to enter upon an elaborate discussion of the power of Congress to 
regulate or affect railroad securities, at a time when important cases 
are pending which will go far to determine the scope and extent of 
federal authority in this and other closely related subjects. Such a 
discussion could only state the opinion of the members of the Com- 
mission regarding the constitutional power of Congress. The issues 
themselves will remain undecided until the Supreme Court decides 
them. Whatever may be the ultimate outcome, the present fact 
which faces us is that constitutional questions of far-reaching conse- 
quence are today unsettled and must remain so for a considerable 
time. Under these circumstances, any attempt by Congress to adopt 
the policy of Federal regulation to the exclusion of state regulation, 
would be premature. On the other hand, to superimpose Federal 
regulation upon state regulation would add to conflicts and complex- 
ities which, in the public interest, should be diminished rather than 
increased. Your Commission believes that for the present an earnest 
effort should be made on the part of state authorities to harmonize 
existing requirements, both of law and procedure, and that for the 
future careful consideration should be given by Congress to the 
preparation of a permissive federal incorporation act for railroads 
engaged in interstate commerce. 

4th. Many, if not most, of the abuses connected with railroad 
securities arise out of an almost universal failure to recognize the 
distinctions which exist and should exist between bonds and stocks. 
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A bond is an obligation to pay a fixed sum of money at a stated time. 
A stock certificate is merely the evidence of ownership of a share in 
the property, profits, and risks of a corporation. Most of the evils of 
which investors and the public complain have g^own out of the at- 
tempt to give to stock a face value in terms of money. Even if the 
state laws prohibiting the issue of stocks for less than par were 
literally enforced all that the recitals on the face of a fully paid 
share of stock as to its par or money value would signify is that at 
the time of the issuance of the share there had been paid into the 
corporation an amount of money (or other valauable consideration) 
equal to the par value of the share. They do not even purport to 
indicate that at any time after the original issue of the stock the cor- 
poration was possessed either of the money or the money's worth. 
The real value of the stock certificate depends upon the manner in 
which the money has been invested. The Commission is, therefore, 
of the opinion that it is far more important to ascertain just what 
are the facts connected with the issue of securities and what is actu- 
ally done with whatever money has in fact been realized from the 
stock which is issued, than merely to make sure that the par value 
of the stock was paid in at the time of issue. 

6th. If we were compelled to assume that rates are to be mate- 
rially influenced either in their making by the railroads or in their 
regulation by the Government by the amount and face value of the 
stocks and bonds outstanding, it seems to your Commission impos- 
sible to escape the conclusion that these securities should be issued 
only under Governmental regulation. Your Commission, however, 
believes that the amount and face value of outstanding securities 
has only an indirect effect upon the actual making of rates and that 
it should have little if any weight in their regulation. 

In so far as the value of the property is an element in rate regu- 
lation the outstanding securities are of so little evidentiary weight 
that it would probably be of distinct advantage if courts and com- 
missions would disregard them entirely, except as a part of the 
financial history of the property, and would insist upon direct evi- 
dence of the actual money invested and of the present value of the 
properties. For this and other reasons discussed in the body of the 
report, your Commission recommends that the Interstate Commerce 
Commission should have authority and adequate funds to make a 
valuation of the physical property of railroads wherever the ques- 
tion of the present value of these roads is, in the judgment of that 
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Commission, of sufficient importance. It is hardly necessary to add 
that your Commission does not believe that the cost of reproduction 
of the physical properties, however carefully computed, is the sole 
element to be considered in determining the present value of a rail- 
road, or that the outstanding securities could or should be made to 
conform to any such arbitrary standard. 

If railroad securities were to be issued only after express authori- 
zation of each particular issue by the Interstate Commerce Commis- 
sion or other governmental agency, it is difficult to see how the Gov- 
ernment can thereafter escape the moral, if not the legal, obligation 
to recognize these securities in the regulation of railroad fates. In 
view of the vast extent of the railroad systems of this country and 
the magnitude of the financial interests involved, both on the part 
of the railroads and of those who pay the rates, your Commission 
believes that the possible consequences of such a system of regula- 
tion are too serious to warrant its adoption at the present time. 

6th. Upon the whole, your Commission believes that accurate 
knowledge of the facts concerning the issue of securities and the 
expenditure of their proceeds is the matter of most importance. 
It is the one thing on which the federal government can effectively 
insist today ; it is the fundamental thing which must serve as a basis 
for whatever additional regulation may be desirable in the future. 

Respectfully submitted. 

Arthur T. Hadley, Chairman, 
Frederick N. Judson. 
Frederick Strauss. 
Walter L. Fisher. 
Balthasar H. Meyer. 
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PHYSICAL YALUATION OF THE NEW YORK, 
NEW HAYEN & HARTFORD RAIL- 
ROAD COMPANY 

Report of George F. Swain, LL. D., M. Am. Soc. C. E. 

(Note: — Under Chapter 662, Acts of 1910, of the General Court of Massa- 
chusetts, the Board of Railroad Commissioners, Tax Commissioner and the Bank 
Conunissloner of tliat state were made a Commission "for the purpose of ascer- 
taining whether and to what extent the aggrregate corporate assets of said 
corporation (the N. Y., N. H. & H. R. R. Co.) are sufficient to secure its out- 
standing capital stock and Indebtedness." "After a careful survey of the field," 
the Commission selected Prof. Qeo. F. Swain, who for many years has been 
the consulting engineer of the Massachusetts Railroad Conunlsslon and head 
of the department of civil engineering of the Massachusetts Institute of 
Technology, as engineer in charge and placed the physical valuation of the 
properties In his hands. The Investigation and appraisal of the corporation's 
investments was Intrusted to the well-known Arm of Stone & Webster of Boston, 
With instructions to report to Professor Swain. Their investigation was peculiar 
In that for the first time it involved "an examination of propenies and ascertain- 
ment of value of assets, both within and without the jurisdiction of a single 
state. Upon the strength of Professor Swain's report, the Commission certified 
to the general Court "that the aggregate assets of said corporation were sufilcient 
as of June 15, 1910, to secure its said outstanding capital stock and indebted- 
ness to the amounts stated, namely: Capital stock, 1104,436,000; Indebtedness, 
1289,711,863. Total, 1394,146,863.) 

The Physical Valuation. 

General Principles. 

The physical valuation of a property may be undertaken for any 
one of a number of different purposes, or for a combination of 
several of them. For example, it may be undertaken — 

1. To serve as a basis for taxation. 

2. To serve as a basis for justifying existing capital. 

3. To serve as a basis for the issue of securities. 

4. To serve as a basis for fixing rates for service. 

5. To serve as a basis for an estimate of the wealth of the nation. 

6. To serve as a basis for a sale of the property. 

The principle. upon which such a valuation should be made will 
differ according to which of the above purposes is in view. It 
should be remarked, however, that a physical valuation alone, by 
any method, is not a proper scientific basis for some of the above 
purposes, or, perhaps, for any of them. In the case of Smyth v, 
Ames, the Supreme Court of the United States indicated that the 
physical valuation was only one of a number of elements to be 
taken account of in determining reasonable rates, and the same 
would hold true, in greater or less degree, for valuations for the 
other purposes named. 
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That such is the case, and that different methods of valuation 
should be used, according to the object in view, are points which 
it may be well to discuss, briefly. 

1. Whether the physical valuation is a proper basis for taxation 
will depend upon the tax laws. In some States the tax may be 
based to some extent, and possibly entirely, upon the physical value, 
exempting securities, franchises and value as a "going" concern, 
while in other States the tax may be based entirely upon earnings, or 
upon the value of the securities, perhaps with little or no reference 
to the physical property. If the physical valuation is made for 
taxation purposes, however, the present value of the property, tak- 
ing account of depreciation, and probably with the addition of some 
amount to represent intangible values, would probably be consid- 
ered a reasonable basis for such valuation, as far as it goes. Two 
properties, identical in all respects, one of which is capable, on ac- 
count of its favorable location, of earning a large return, while 
the other, on account of its unfavorable location, is operated at a 
loss, would not, and should not fairly, be taxed equally. Taxation, 
it will probably be admitted, should recognize earning power as well 
as physical value. 

2. Physical valuation does not, in general, appear to be a fully 
adequate basis for justifying existing capital, for such capital gen- 
erally depends upon the historical development of the property, 
and some or much of it may represent property which has been 
abandoned, or machinery which has been made useless, by neces- 
sary relocations, or by improvements in mechanical appliances. A 
railroad company may, for instance, be built today and operated by 
steam locomotives, and the capital may represent the exact sums 
spent for the property ; but in the course of ten or twenty years it 
may become advisable to substitute electricity as a motive power, 
or the company may be forced to do so by legislation, rendering 
large expenditures necessary, and the abandonment of its steam 
locomotives. Or the law may require electrification only in a metro- 
politan district, requiring large expenditure, but not allowing of 
any material reduction in the service by steam locomotives, be- 
cause the steam runs would be the same as before, with a few miles 
cut off at the end. It would be reasonable that the additional ex- 
penditure in such cases should be capitalized (temporarily, at least, 
subject to retirement out of earnings), yet the physical value of 
the resulting property might be no greater than before, or even 
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less than the final capital. In the development of a railroad many 
experiments may have to be made and lines built which seem wise 
at the time, and which require the expenditure of capital; yet this 
additional capital, though proper and reasonable, may in the end 
prove to be wasted, as the arts progress and the system develops. 

Further, improvements made after a railway is in operation, 
such as additional tracks, the elimination of g^ade crossings, etc., 
may be very much more expensive to effect than they would have 
been if made at the beginning, so that the final physical value, if 
measured simply by the cost of reproduction, may be much less 
than the capital properly expended upon them. 

On the other hand, property such as real estate may be acquired 
by the company at a low price, and may greatly appreciate in value 
as population g^ows, so that in the end its physical value may far 
exceed the capital expended for its acquisition. 

How far these and other conflicting elements may counterbal- 
ance is entirely imcertain, depending upon the circumstances of 
each case, but it seems clear that the physical valuation at any given 
time is not a proper scientific measure of the justifiable capital, 
which may be more or less. 

It is safe to say, however, that if the existing capital and debts 
of a corporation are found to be less than the present physical 
valuation of the actual property, for the purposes for which it is 
used, together with cash and other assets, allowing for the appre- 
ciation of land, and disregarding all abandoned property, the con- 
cern would be solvent in case of liquidation, provided it is also 
able to earn a fair return, — that is to say, if its securities are in 
demand at good prices. A railroad traversing a desert, with no 
traffic upon it, might have physical assets in excess of the capital, 
and yet, having no business, might be insolvent. 

3. Neither is a physical valuation a fair criterion for justifying 
or not justifying the further issue of securities. If actual improve- 
ments are needed upon a railway property in order to enable it to 
render proper service, or in order to effect operating economies, it 
would seem that new capital to meet those requirements should be 
authorized, independent of the existing capital. It is reasonable to 
assume that past over-capitalization in excess of physical value 
should not prevent a proper development of facilities, or the real- 
ization of operating economies, if these in themselves justify the 
increased capital. Whether rates should be high enough to pay 
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dividends upon such excessive total capital is, of course, another 
question. 

4. If the physical valuation is to be used for the purpose of aid- 
ing in fixing rates for service, earning power is not to be considered. 
Rates and earning power are interdependent, and one cannot be 

considered an element in fixing the other. But there are a number 

of reasons why a physical valuation does not seem a reasonable 
basis for determining rates. As has been shown, the existing capital, 
even if it only represented actual and legitimate expenditure, may 
be more than is represented by the physical valuation, and if the 
rates are not in themselves excessive, a reasonable return should 
generally be allowed upon the total capital, and enough to com- 
pensate for the risk involved in the undertaking. Also, the value 
of the franchise itself may be large ; it is in some cases subject to 
taxation, and upon it a return should be expected, though it is, of 
course, outside of any physical valuation. 

In the development of a railroad system, it not infrequently 
happens that a portion of the original line is abandoned. The in- 
terests of the public justify the reconstruction of a certain portion 
of the old line, reducing the grades, and perhaps serving new 
localities, and in the end the old line is abandoned. This old line, 
however, is represented by capital which has been issued, and upon 
which a return has been paid since the beginning. It would not 
seem reasonable to require the reduction of rates on account of the 
abandonment of the old line. The capital representing this line is 
still entitled to a return, and if it is held that this capital should be 
retired out of earnings, the rates should rather be increased, for a 
time at least, in order to effect this result. Whichever ground is 
taken, that is to say, whether it is held that the capital representing 
the abandoned line is no longer entitled to a return, or that this 
capital should be retired out of earnings, the carrying out of im- 
prqvements will be discouraged, for the increase of rates to retire 
capital out of earnings will probably be difficult to effect, and the 
actual result may be a reduction of dividends. 

Further, in mercantile business a normal price may, perhaps, 
fairly be considered to be that which could be charged by a new 
concern starting in business without the advantages of location of 
the established concern, and without the disadvantages of old ma- 
chinery and methods, or capital representing discarded property. 
If this basis is applied to the rate question on railroads, it might and 
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probably would be the case that the existing line had found the best 
location, and that any new line would have to adopt a location not 
so favorable, requiring increased amounts of earthwork and gen- 
erally increased cost of construction. On this basis, therefore, the 
estimate should not be of the physical value of the existing property 
based on the cost of reproducing it, but an estimate of the cost 
of building a new line in a location probably less favorable. 

Suppose, for instance, that two railroad lines connect the same 
terminals, but that the line first constructed has taken advantage of 
the only economical location, so that the second line has been obliged 
to spend a great deal more for construction, making its physical 
valuation greater than that of the first line. If rates were made to 
depend upon physical valuation alone, the first and less expensive 
line would be required to charge lower rates than the newer and 
more expensive line, so that the former would probably attract all 
the business and the latter would be ruined. As a matter of fact, 
the two lines would probably charge the same rates for the same 
service between terminals, so that the less expensive line would gain 
the advantage accruing from its more favorable location and lower 
cost. 

A further illustration, showing the different principles which 
should govern a physical valuation made to justify capitalization, 
and a physical valuation made as a basis for rate-making, is afforded 
by the treatment of leased property. Suppose that a railroad com- 
pany leases its terminal lands and buildings. If a physical valuation 
is made of the property, for the purpose of justifying capitaliza- 
tion, it must be recognized that this lease represents no capital. Its 
value, therefore, is simply the present value of the lease, taking ac- 
count of the rental paid and the length of term. This value may 
be stated to be such a sum of money as, if put at interest at rates 
which the company has to pay for money, and used as a fund 
which is credited with interest, and charged with the rentals for 
the property, would be just extinguished at the termination of the 
lease. The value of a short-term leasehold would therefore be 
small. If, however, the physical valuation is to be used in fixing 
rates, it would have to be recognized that the company must have 
these terminals, or terminals of equal capacity and value, so that at 
the expiration of the lease it must be renewed, or the company must 
issue new capital and buy the property, or equivalent property. 
Rates, therefore, must be fixed so as to enable it to earn an income 
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sufficient to include this rental, or a fair return on a new capital 
issued for buying the property. In other words, the value of the 
lease for purposes of rate-making is the same as the value of the 
property itself, or its rental capitalized at current rates; while for 
the purpose of justifying existing capitalization, the value of the 
lease, if the term is about to expire, may be little or nothing. 

5. The physical valuation is not a scientific basis for an estimate 
of the public wealth, because that wealth depends upon the 
value of the property as a "going" concern, and this depends upon 
its earning capacity, not its physical valuation. For this reason the 
United States census reports estimate the value of railroad property 
by capitalizing the net earnings. 

* 

DEPRECIATION. 

6. The treatment of depreciation, and of abandoned property in 
particular, should reasonably differ according to the purpose of 
the appraisal. As above stated, if the object is to fix the tax rate, 
or to serve as a basis for the sale of property, the depreciated value 
should be taken, while abandoned property should not be included. 
A study of depreciation is especially important when a piece of 
property is to be purchased, for the careful investigation might 
show that the depreciation had been excessive, that the property 
had not been properly maintained, and that large sums would be 
immediately needed to rehabilitate it. In such case the price to 
be paid should, of course, be correspondingly lower than if the 
property were in good condition. In other words, depreciation is 
an important factor in estimating the market value of a property, 
or of the securities which represent it. In this case, also, the value 
as a "going" concern is of great importance, that is, good will and 
franchise values must be given g^eat weight, as well as physical 
valuation. 

If the object is to justify existing capital, or to serve as a basis 
for the issue of new securities, or to fix rates of service, it seems 
reasonably clear, however, that depreciation should not be allowed 
for. Rates should be large enough to cover operating expenses, a 
proper charge for depreciation and a fair return on the capital 
invested. The depreciation charge is, of course, based upon the 
cost of the property new. Suppose, however, that a new concern 
is organized, the capital fixed and the rates adjusted under public 
supervision; but that after five or ten years of operation it is 
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found that although the charge for depreciation had been fixed 
as accurately as it was possible to foresee, and the rates adjusted 
in accordance therewith, this depreciation charge was not large 
enough, so that the property had not been properly maintained and 
had much depreciated in value. The rates should have been higher. 
If, now, the rates are directly dependent upon depreciated value, 
the greater the depreciation the less the rate, and after depreciation 
has taken place the rates would be less, whereas it is clear that the 
reverse should be the case. It would make a great difference 
whether the depreciation had been due to excessive dividends or too 
low rates in the first instance. In any case, the charge for depre- 
ciation should be based on the cost of reproduction new. 

With reference to justifying existing capital or new securities, 
the arguments which may be adduced in favor of estimating only 
the depreciated value may, perhaps, be fairly stated as follows : — 

First. — It may be said that if the physical valuation of the 
property is to be made, such physical valuation must take account 
of the fact that the property is not new, but that many of its parts 
have depreciated more or less. Rails are partly worn out, ranging 
all the way from new ones to those just ready to be taken out of 
the track. Ties, buildings, rolling stock and other parts of the 
physical property are likewise depreciated. If the railroad were 
built new it would be worth more than the railroad in its present 
condition. The object is to find its value now, and this is the 
proper basis for capital. 

In answer to this argument the following may be said: It is 
true that certain parts of the physical property are not as good 
as new. Other parts, however, are better than new, such as cuts 
and fills, which have been seasoned by use, at much larger ex- 
pense than would have been necessary to simply move the present 
yardage originally. This seasoning may or may not be included in 
the physical valuation. If it is not, the entire property at the pres- 
ent moment may be, in fact, nowithstanding the depreciation of 
certain parts, as good as new, or even better than new. 

The physical valuation, however, sometimes, and properly, in- 
cludes an item for seasoning, although this item is very tmcertain 
and difficult to estimate. This seasoning is not an appreciation in 
value, like the appreciation of real estate but it represents money 
actually paid out annually for a number of years, and charged to 
operation. If this seasoning is allowed for in the valuation, it may 
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be urged that in this case the depreciation of the other elements 
should certainly be allowed for. But, even in this case, it is not at 
all certain that the existing track in its depreciated -condition is not 
as good as a new track would be. The existing track is fitted for 
high-speed traffic, and has become so fitted by a process of adjust- 
ment from year to year, involving an annual expense for main- 
tenance, which is not included in the element of seasoning. A new 
track would not at once be fitted for carrying trains at 60 or 70 
miles an hour, unless in the estimate an allowance had been made 
for bringing it to this condition. The usual cost for materials and 
for track laying would not produce as perfect a track as the exist- 
ing depreciated track of a first-class railroad. 

Briefly, then, in favor of a 100 per cent, valuation, it may be 
urged that, even allowing for seasoning of roadbed, but using the 
ordinary figures for materials and track laying, the estimate of 
cost of reproduction new docs not represent a track any better than 
the existing depreciated track. 

With reference to buildings and rolling stock, the above argu- 
ments for a 100 per cent, valuation would not apply. 

Second. — It is urged in favor of using depreciated values that 
certain elements of the physical property, notably real estate, have 
appreciated in value without any expenditure, and that if this ap- 
preciated value is allowed in the valuation, the depreciation of the 
elements subject to depreciation should equally be allowed for. To 
allow the appreciation of elements which have appreciated with- 
out outlay, and not to allow depreciation of elements which have 
depreciated, would give an excessive valuation. 

In answer to this the following may be urged in favor of a 100 
per cent, valuation: as for the appreciation of real estate it may 
be urged that the company in many States, is taxed on the appre- 
ciated value, and that therefore such appreciated value should be 
used in a physical valuation made for the purpose of fixing capital 
oi rates. Moreover, in connection with this matter it may be said 
that it would not be fair to prevent the company from gaining a 

benefit from the appreciation of property largely brought about by 

the very facilities which the company furnishes. If an individual 

or a corporation buys a piece of property, the investment is not the 
price of it, but is the property itself. If the property appreciates 
in value, the concern should legitimately expect and be allowed to 
earn a proper income upon its appreciated value. If it is not able 
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or allowed to do this, it would naturally sell the property for its 
increased value, and put the money into something which would 
bring the proper return upon that value. If a railroad company 
bought its terminals many years ago at a low price, and if it is only 
to be allowed to earn a low return on the actual money invested, it 
might reasonably take the ground that it would sell those terminals 
for their increased value, and invest the proceeds in land elsewhere, 
upon the cost of which it would expect to be allowed to earn such 
a return. 

If an individual or a concern buys a piece of property and pays 
the taxes upon it, it may claim to be reasonably entitled to any appre- 
ciation of value which takes place. This is the case with property 
left entirely unimproved, in which the appreciation of value is due 
Entirely to the growth of the community. If allowed in such a case, 
how much more justifiable is it if the property has been utilized, 
and how much more still if the growth of the community is itself 
largely due to that use, as in the case of railroads, which afford 
facilities that are the main cause of the growth of communities. 

A similar illustration (given by Mr. J. C. Lawrence, member of 
the Railway G^mmission of Washington)^ will show very clearly 
that a railroad must be allowed the benefit of an appreciation in 
value of lands and other similar elements which increase in value 
with time. Suppose an established line has terminals which were 
acquired years ago at a very low cost. A new line is built between 
the same terminal points, but, in order to acquire terminal lands 
of value equal to that of the established road, it has to pay perhaps 
ten times as much. If the newer road were not allowed the value 
actually paid for these terminals, it would be deprived of a return 
of a sum actually and necessarily invested in acquiring its property, 
and in that way it would be, in fact, deprived of the property itself. 
If the newer road were allowed to earn a return on the amount paid 
for its terminals, while the older road were not allowed to earn 
on the appreciated value of its terminals, the rates on the latter 
would have to be fixed lower than on the newer road, and the traffic 
would all go to the older one, so that the construction of new roads 
would be effectively discouraged. 

If the valuation is to justify existing capital, real estate acquired 
years ago at low prices is not represented by capital expended equal 
to its increased value. But if the above arguments are sound, and 

^Railway Age Gazette, Feb. 8, 1910, page 369. 
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the company is to be allowed the benefit of increased value which 
it itself has largely created, as a partial or perhaps entire compen- 
sation for the risk of the initial undertaking, it might fairly claim 
the right to issue new securities to its stockholders, on the basis of 
such increased value, to cover expenditure due to obsolescence. Sup- 
pose, for instance, a railroad company builds a bridge suitable for 
its traffic. It maintains it in good condition, and the depreciation 
is practically nothing. In the course of years, however, it becomes 
necessary to increase the weight of rolling stock, and the bridge is 
too light to carry such increased weight. Its construction is such 
that it cannot be strengthened, and the only thing to do is to replace 
it entirely by a new and heavier structure. The bridge is perfectly 
good for its original purpose; it has been kept painted, and necessary 
repairs have been promptly made; it is practically as good as new 
for the purpose for which it was originally constructed. Neverthe- 
less it is necessary to renew it entirely. According to the rules of 
the Interstate Commerce Commission, quoted below, the cost of re- 
newing it in kind, that is to say, the cost of building a new bridge 
exactly like the old one, must be charged entirely to operating ex- 
penses, and only the additional cost of building a heavier bridge can 
be capitalized. But there is no need of renewing the building in 
kind, since it is perfectly good for its original purpose. In such 
a case as this, it may be urged with fairness, it would seem that the 
entire cost of renewal, if oflFset by increased value of other property, 
such as land, might be charged to capital. In other words, it may be 
fairly claimed that the company should be given the benefit in 
capitalization of the value left in the original property for the pur- 
pose for which it was originally intended. If the bridge had not 
deteriorated, this remaining value would be its original value. If 
the bridge had deteriorated, it would be less. 

This principle, where applicable, might be formulated by saying 
that a depreciation fund, real or imaginary, should be created for 
the bridge, and added to from year to year, according to one of the 
established methods, in such a way that it would be sufficient to 
renew the structure in kind at the date when it would be worn out 
through use for the purpose for which it was designed; and that if 
replaced before this date, because advances in the art then make it 
unsuitable for the new purposes for which it is desired to use it, 
the charge to capital should be the cost of rebuilding it less the 
amount then in the depreciation fund. 
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Most companies not recently organized have in the course of 
their development acquired property of one kind or another which 
has become obsolete, not by wearing out, but through advances in 
the art, but which has nevertheless been paid for, and is represented 
by capital. This capital would not be represented in any physical 
valuation. It seems clear, therefore, that if other portions of the 
investment, such as land, have appreciated in value, the benefit of 
this appreciation should be allowed as an offset to property which 
has been abandoned or become absolete. 

The main argument in favor of using an undepreciated valua- 
tion, however, has not yet been given, and will now be discussed. 
When a railroad is once built it is, or should be, thereafter kept as 
good as new for purposes of operation, and the cost of doing this 
should be charged to operating expenses. This brings up the sub- 
ject of the method of charging for renewals, already briefly sug- 
gested. 

With reference to capitalizing renewals, three methods may be 
followed : — 

(1) There may be charged to capital the excess of the cost of 
renewal over the actual depreciated value of the old structure. 

(2) There may be charged to capital the excess of the cost of 
renewal over the original cost of the old structure. 

(3) There may be charged to capital the excess of the cost of 
renewal over the cost of renewing the structure as it was when 
new. 

The first method, unless, as above suggested, the cost of renew- 
ing in kind is offset by appreciated values of other elements, such 
as land, and the renewal is rendered necessary, in part, at least by 
advances in the art, seems an inlproper method. It would mean 
that even if cost of labor and materials should remain absolutely 
stationary, the company would not make renewals in kind {i.e., 
renewing structures and machines when needed, exactly as they 
were when new) without a continual increase of capital not repre- 
sented by physical value. Under this method there might be no ulti- 
mate limit to the capital, with no greater value of the property. 

It is not necessary here to pursue further the question as to 
how far an appreciation in land should justify capitalization of 
renewals in kind, in case there has been no advance in the art 
which render^ such renewals necessary before the element renewed 
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is worn out for its original purpose. There is certainly something 
to be said, however, in favor of this position. 

If, however, this first method is used, the valuation for fixing 
capitalization should, of course, allow for full depreciation, be- 
cause it would not be fair to allow unearned appreciation of some 
elements and not allow for depreciation of other elements, if those 
elements which depreciate are to be renewed in kind partly by issue 
of new capital. 

The second and third methods of capitalizing renewals would 
give identical results if costs of labor and material are the same as 
the original costs. Under this assumption, if old ties were replaced 
by new ones, the cost of the new ones, if the same as the cost of the 
old ones for ties of the same size and quality as the old ones, would 
not be capitalized. The same would be true of rails, buildings, roll- 
ing stock, etc., so that the property would be simply kept up in its 
original condition with no increase of capital. The cost of renewals, 
charged to operating expense, would be the cost of the new struc- 
tures or machine, including the cost of labor in making the change, 
less the value of the old one as scrap. If, however, an element is 
renewed with an increased capacity, the excess cost would be cap- 
italized, this excess being the difference between the actual cost of 
replacing the old and the cost of replacing it by new of the same 
capacity, or the original cost, which would be the same thing. 

If, however, as is in fact generally the case, the cost of labor 
and materials has changed, then the second and third methods give 
different results. If labor and materials should have appreciated, 
the second method would require an increase of capital whenever a 
structure were renewed, just as it was originally ; in other words, to 
maintain the property as it was originally would involve an increase 
or decrease of capital according as costs had increased or decreased, 
and capital would correspond with changes in cost of reproduction. 
Betterments, of course, would be charged to capital, and thereafter 
the capital expended therefor would follow the same law. 

If costs of labor and materials change, the third method would 
only allow an increase of capital if the property were made better 
than its original condition. The capital, therefore, would not fol- 
low the changes in actual value of the property due to change in 
costs, as it would in the second case. If the cost of a station should 
double, and it required renewal on the the old, there being no 
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salvage, the capital representing that station would be but half its 
actual value. 

To state it otherwise, in the third case, the property would be re- 
newed as good as now, entirely out of earnings, only betterments 
over the original condition being capitalized. In the second case, 
the property would be renewed to cost as much as when new, en- 
tirely out of earnings, only increased costs being capitalized. In 
the first place, to maintain the property as good as new, earnings 
alone must be sufficient, as no additional capital can be issued for 
the purpose. 

According to the rules prescribed by the Interstate Commerce 
Commission, the third method of capitalizing renewals is to be 
followed, as will be evident from the following quotations: — 

4. Property retired and replaced, — When property other than 
land or equipment, a betterment of which would be chargeable to 
the accounts of this classification, is abandoned, demolished or 
otherwise retired from service for the purpose of or by reason of 
its replacement by property of like purpose of a better kind, or 
higher type, the cost of replacing in kinS the property so abandoned 
or withdrawn from service, less the salvage, if any, should be 
charged to operating expenses. If, however, a reserve for abandon- 
ment, as provided in paragraph 8 of these instructions, or a reserve 
for accrued depreciation has been created with respect to such prop- 
erty, the reserve account should be first debited with an amount 
equal to the credits thereto made with respect to the property aban- 
doned or withdrawn and replaced; but if no reserve has been 
created in advance of the retirement of such property, and the 
amount chargeable to operating expenses is relately large, so much 
of the amount as may be authorized under the conditions outlined 
in paragraph 9 may be carried in suspense for distribution to the 
operating expenses of succeeding years. 

A 33. Equipment, — To this account should be charged the cost 
of all newly acquired equipment, such as steam locomotives, elec- 
tric locomotives, passenger-train cars, freight-train cars, work 
equipment (for general use), floating equipment and the necessary 
appurtenances, fixtures and furniture first to fit out for service, in- 
cluding the cost of inspection, setting up and trying out, and trans- 
portation over foreign lines ; also, the cost of additional devices and 
apparatus applied to equipment, such as electric headlights, power 
brakes, vestibules, machinery of self-propulsioi: heating and light- 
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ing apparatus, and the like; and the excess cost of improved ap- 
pliances and parts or appurtenances over the cost of replacing in 
kind the appliances and parts or appurtenances removed. 

To this account should be credited the original cost (estimated, if 
not known) of any equipment destroyed, sold or otherwise per- 
manently retired from service ; but if the value (the original cost) 
of any equipment as carried in the accounts representing the cost of 
equipment has been written down in consideration of depreciation 
accrued previously to July 1, 1907, the depreciated value at that date, 
instead of the original cost, should be credited to this account; 
proper account should be taken of any salvage, and the "reserve 
for accrued depreciation" account should be debited with an amount 
equal to the amount previously credited thereto with respect to the 
equipment retired. The difference between the actual depreciation 
(original cost or depreciated value on July 1, 1907, less salvage) and 
the reserve for accrued depreciation should be charged to the appro- 
priate account in operating expenses, if the difference is due to de- 
preciation in service since July 1, 1907 ; to profit and loss, if due to 
depreciation in service before that date, and if not readily assign- 
able, the amount should be pro rated between operating expenses 
and profit and loss on the basis of the time in service after and 
before that date. 

It is evident from these quotations that the Interstate Commerce 
Commission requires railroad companies to keep their property as 
good as new, so far as operating is concerned. Suppose, now, a rail- 
road is new and about to be put in operation ; it may be maintained 
in favor of estimating depreciated value that a depreciation fund 
should at once be established out of earnings, and that in any 
physical appraisal the depreciation of the property would be bal- 
anced by the amount of this fund. This argument appears sound in 
the case of any element which constitutes a very large proportion of 
the physical plant, and which must, at some time or other, be com- 
pletely renewed, as, for instance, a steamer or a power plant. In 
the case of a railroad, however, the track, roadbed, bridges, build- 
ings and possibly also the equipment, come under a different cate- 
gory. The ties do not all wear out at once, or have to be replaced 
at one time, and the same is true of the other elements mentioned. 
After being operated a number of years, the expenditure for re- 
newals of these items comes to be a nearly constant annual charge. 
The amount properly to be expended out of earnings for main- 
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tenance and renewal of the property is about the same each year, 
and can be foretold with tolerable accuracy. The renewal of one 
engine or of one bridge is not a heavy item in a system on which 
there are 2,000 engines and perhaps 1,000 bridges. In other words, 
the charge for maintenance and renewals, instead of coming due at 
one time, becomes a constant distributed charge. Since this had to be 
met out of earnings, and since the original capital had to be suffic- 
ient to build the road new, it would seem that in justifying existing 
capital, or the issue of new capital, the cost or reproduction new 
and not depreciated should be taken, and no depreciation fund is 
required. 

As already stated, in the case of an element which constitutes 
a large portion of the physical valuation, this would not be true. 
A depreciation fund would here seem desirable, and the depreciated 
value should reasonably be taken in a physical appraisal made for 
the purpose of justifying existing capital. By the rules of the 
Interstate Commerce Commission equipment is placed in a some- 
what different category from roadbed and track, and here also it 
may be reasonable to allow for depreciation. The renewal of a 
locomotive is a much more important matter than the renewal of a 
tie or a rail. 

It may be mentioned, however, that even in the case of such ele- 
ments as those just referred to, that is to say, those which consti- 
tute an important fraction of the original plant, it may be argued 
with some force that a depreciation fund is not necessary, and that 
the cost of reproduction new is the proper basis in justifying capi- 
talization, provided it is definitely required by law that renewals 
of these large items must be made out of earnings. For a depre- 
ciation fund must be set aside and deposited in some repository for 
safe keeping, to be used when occasion demands. Why, then, 
should it not be distributed to stockholders, they forming the 
repository, but being under obligation to furnish the money when 
the demand arises ; that is to say, to replace the element in question 
out of earnings, even if it should require a reduction, or a suspension 
of dividends, or even an assessment? Such a contention seems 
strictly logical. The only objection to it in practice is that it would 
obscure the real condition of the company from the knowledge of 
the public, and, indeed, of all except those intimately acquainted 
with the details of its physical and financial condition. In the in- 
terest, therefore, not of logical consistewcy but of publicity, and for 
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the protection of investors, it is unquestionably wise to set up 
a depreciation fund in such cases, and to take depreciated values 
in the physical valuation. 

If, then, the company is to keep its railroad as good as new, so 
far as operating is concerned, or perhaps in view of what has 
previously been adduced better than new, charging the cost of re- 
pairs and renewals in kind to operating expenses, it certainly ought 
to be allowed a capital corresponding, and to charge rates sufficient 
to allow of such repairs and renewals. It is the duty of the rail- 
road company to maintain this property practicaly as good as new, 
and the State has power to compel the owners of the property to do 
so. Portions which are worn out must be replaced out of operating 
expenses, and for purposes of operation the property is always 
as good as new. If, therefore, the valuation is for the purpose of 
justifying rates or capital, 100 per cent, valuation should be taken. 

From the above discussion it would appear that the physical 
valuation, either for purposes of justfying rates or capitalization, 
should fairly allow the appreciated value of real estate and any 
other ekments which have appreciated, without a corresponding 
allowance for depreciation of elements which have depreciated, 
provided the property is maintained in good condition ; and that re- 
pairs and renewals in kind must be charged to operating expenses, 
^ as is required under the power of the State and the rules of the 
Interstate Commerce Commission; except in the case of large 
items, like steamers and equipment. 

Physical valuations have been undertaken in several of the west- 
em States, as follows: — 

In Michigan a valuation was made in 1900, to be used as a basis 
for taxation. Depreciated values were here used, but intangible 
or non-physical values were added sufficient to almost exactly 
balance the depredation. This valuation covered 7,411 miles of 
line, with a total single track mileage of 11,293. 

In Texas the railroads have been in process of valuation for a 
number of years, for the purpose of regulating capitalization. Ac- 
cording to a paper presented before the American Society of Civil 
Engineers by the engineer of the railroad commission, no depre- 
ciation is used; but, on the other hand, no allowance is made for 
seasoned roadbed, and land is valued in accordance with the cur- 
rent market value of adjoining properties, thus allowing for ap- 
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preciation, but not for the cost of acquiring land for railroad pur- 
poses at prices above its value for other purposes. 

In Wisconsin, in 1903, the railroads of that State were appraised 
for purposes of taxation, as in Michigan. 

In 1907 the railroads in the State of Minnesota were appraised 
for the purposes of fixing rates and capitalization. 

Within a few years the railroads in the State of Washington 
have been appraised, under the direction of the railroad commis- 
sion, as a means of judging of the reasonableness of rates. Many 
other elements, however, in addition to the physical appraisal, were 
taken into consideration. 

Method of Making the Physical Appraisal. 

• i. road and equipment. 

The object of the physical appraisal has been to ascertain the cost 
of reproducing the property new at the present time, and also to 
apply such percentage of depreciation as would fairly represent the 
present depreciated value in case your Board should wish to use 
this figure. This work had to be completed by the middle of De- 
cember, subject to checking and final revision later. There was, 
therefore, available for this work only a period of between two and 
three months from the time when the work could be fairly started. 
Considerable time at the beginning was necessary in selecting and 
arranging with experts to take charge of the various branches of 
the work. In the short time available it was out of the question 
to attempt to make an original appraisal. Fortunately, however, an 
original appraisal was not necessary for your purposes, inasmuch as 
the company had already had such appraisals made. These con- 
sisted of — 

1. The appraisal made under the direction of Mr. John F. 
Stevens, vice-president of the company, covering all the physical 
property of the railroad proper, brought down to the date of March 
31, 1908, for the land, and Oct. 31, 1907, for the remainder. This 
appraisal had been carefully reveiwed by Price, Waterhouse & 
Co., chartered accountants, the items reclassified by districts accord- 
ing to the classification of the Interstate Commerce Commission, 
numerous adjustments made, and the whole brought down to date 
of June 30, 1908. 
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2. Complete appraisals made by Westinghouse, Church, Kerr & 
Co., a prominent firm of engineers, covering all the trolley prop- 
erties owned by the New York, New Haven & Hartford Railroad 
Company as of Jan. 1, 1908. These appraisals, like those of Mr. 
Stevens, had been reveiwed by Price, Waterhouse & Co., and 
brought down to date of June 30, 1908. 

3. An appraisal by Mr. Stevenson Taylor, an eminent consulting 
and naval architect and marine engineer, on the floating equip- 
ment owned by steamship companies controlled by the New York, 
New Haven & Hartford Railroad Company, as well as of the float- 
ing equipment belonging to the parent company. 

4. An appraisal of the equipment of the company, specifying 
each item, made by Mr. A. E. Mitchell, formerly superintendent of 
motive power of the Lehigh Valley Railroad. 

An examination of these appraisals revealed the fact that they 
had been very carefully made, and in great detail. It would have 
been entirely unnecessary to attempt to duplicate them, aside from 
the fact that it could not have been done in the time available. It 
was evident that all that was necessary would be to carefully ex- 
amine these appraisals, to have the various items checked, the 
properties looked over, the unit prices and valuations corrected if 
necessary, the depreciated value adjusted, and the whole brought 
down to date of June 30, 1910. 

In making the examination of the previous appraisals, therefore, 
it was necessary to test them at as many points as might be deemed 
necessary to ascertain their correctness, to check the values ob- 
tained for the original quantities, and in general to satisfy our- 
selves as to what changes, if any, should be made in these ap- 
praisals, besides bringing them down to date. 

This work has been done as thoroughly and carefully as the time 
allowed. All of the physical property of the company has been 
inspected, the cost of additions made between June 30, 1908, and 
June 30, 1910, has been ascertained from the auditor, and the 
presence of the property represented by such cost has been verified. 

In a work of this magnitude, however, it will be of course under- 
stood that absolute accuracy is impossible, and it would be a miracle 
if some mistakes had not been made. I am convinced, however, 
that the results given in this report are substantially correct. The 
force of men employed has included men of experience in this 
work, and they have worked earnestly and faithfully. My thanks 
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are here tendered to them for the assistance which they have given 
and for the thoroughness and care with which they have done the 
work committed to them. 

The appraisal by Mr. Stevens, which occupied a period of over 
a year, was based upon a complete resurvey of the railroad prop- 
erty. All of the lines were carefully gone over, and a complete 
inventory made. Profiles of the various lines were prepared, taken 
along the center line, showing the cuts and fills; and the location 
of all structures, side tracks, new buildings, etc., was noted on these 
profiles. Based upon these, the quantity of earth work was com- 
puted, and its cost valued on assumed unit prices. The valuation 
of the land was entrusted by Mr. Stevens to several real estate 
firms, and the work was divided up among a large number of men. 
Every piece of real estate belonging to the company was shown 
upon maps, and its value was appraised. Complete schedules were 
made out, giving lists of all bridges, buildings and other structures, 
together with weights of bridges, and description of buildings, in- 
cluding material, dimensions and method of construction. 

These complete inventories, which are deposited in the office 
of the company, were, of course, available for our work. It was 
not attempted to resurvey the line, but our work consisted in test- 
ing, checking and summarizing the previous work, using new unit 
prices where it seemed desirable. 

II. REAL ESTATE. 

As already mentioned, the valuation of the real estate was placed 
in charge of Mr. J. Frank Aldrich of New York. At his disposal 
were the detailed sheets which accompanied. Mr. Stevens' ap- 
praisal, on which was shown every piece of real estate, with its ap- 
praised value. It was manifestly impossible for Mr. Aldrich to 
personally reappraise these parcels, many thousands in number. 
Yet he states that he has been able to "inspect the greater part of 
them; and through correspondence and conference with real estate 
men, savings bank officials and others" to satisfy himself concern- 
ing the values. Mr. Aldrich went over the entire line in a special 
train, running at slow speed, accompanied by Mr. Sutherland, a 
gentleman who has been for many years in the employ of the real 
estate department of the railroad. Mr. Aldrich also visited the 
large cities and towns, and personally interviewed several of the 
appraisers who did the work for Mr. Stevens, obtaining from them 
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explanations of the principles and methods used by them in arriving 
at their results. 

Inasmuch as the Stevens appraisal of land was made by a num- 
ber of different persons, it was found that the results were irregular, 
^nd had not all been made upon the same basis. Mr. Aldrich en- 
deavored to equalize the valuations as far as practicable. His en- 
deavor was t(x arrive at the value of the real estate for railroad pur- 
poses, taking account of the fact that the prices obtained for lands 
purchased for railroad purposes, whether as a result of negotia- 
tions, or through values fixed by jury, are generally in excess of 
their value for the purposes for which they would be used if the 
road were not there. 

With reference to this matter, there is a considerable amount of 
evidence on hand, which may be adduced, indicating that the prices 
which railroad companies are obliged to pay for land varies from 
slightly above its value for other purposes up to five or ten times 
that value, or even a larger sum. Thus, Prof. W. D. Taylor, who 
had charge of the Wisconsin appraisal, in a discussion of a paper 
before the American Society of Civil Engineers, made the following 
statement : — 

The writer made a thorough investigation in Wisconsin to deter- 
mine what this right-of-way ratio had actually been in the case of the 
three most important pieces of railway construction done in the 
State in recent years. All these lines were constructed in 1900-01. 
One was constructed in the southeastern part of the State, in good 
farming lands, in a locality already well supplied with railroad 
facilities. The next was in the northwest central portion of the 
State, where the land was owned in larger areas, and was not 
nearly as valuable. The third was in the east central portion of 
the State, and the land was very variable. 

Portions of the last two lines ran through country already well 
supplied with railroad facilities, and portions were in new country. 
The disposition of the land owners toward the construction of the 
road was probably generally favorable in the last two cases and 
unfavorable in the first. Quotations are here made from the cir- 
cular letters announcing the result of the investigations to the sev- 
eral railroads of the State. 

The first investigation covered 32 miles of line. 

The direction in which the road runs, northwest and southeast, 
necessitated cutting into the farms at inconvenient angles. 
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In the investigation, all transfers not bona fide sales, such as 
where the consideration was $1, were excluded. Village right-of- 
way land was also excluded, and some cases where excessive rates 
per acre were paid for very small corners of land were excluded. 
♦ ♦ ♦ We have 74 bona fide sales along the line of road from 
one land owner to another during the five-year period ending June 
30, 1902, which included 5,604.5 acres of farming land, at a total 
cost of $304,323, giving an average price per acre along the line 
of road for farming lands of $54.30. One hundred and sixteen bona 
fide sales of right-of-way to tlie railway included 382.57 acres, at 
a total cost of $108,614.07 ; which gives an average price of right- 
of-way land through the two counties of $283.90. Thus the road 
paid by ordinary purchase an average of 522 per cent, of the 
market value of the farming land for its right-of-way land. 

The second investigation covered 35 miles of line. 

Forty-one land sales, in the said five-year period, contiguous to 
tlie line of the road, included in the transfer of 10,775 acres, at a 
cost of $108,927.01, making an average price per acre of $10.11. 
The largest transfer in the above was 738 acres, and there were 10 
of the 41 transfers which included 280 acres or more. Twenty-six 
transfers of right-of-way to the railroad company included 247.14 
acres, at a cost of $10,166.50, making an average price per acre of 
$41.14. 

Thus the ratio of the right-of-way value to the market value for 
the right of way actually purchased * * * was 407 per cent. 

The third investigation covered 82 miles of line. 
Four hundred and eighty-eight bona fide sales of farming land, 
during the five-year period, contiguous to the road, included the 
transfer of 39,155.7 acres, at a total cost of $452,309.70, giving an 
average price per acre of $11.55. Two hundred and thirty-nine 
right-of-way sales included 971.37 acres, at a total cost of $35,493.13, 
giving an average price per acre for the right-of-way purchased in 
bona fide sales of $36.54. This gives a right-of-way ratio for the 
whole line. * * * of 316 per cent. 

It should be stated here that at a hearing before the State Board 
of Assessment of various representatives of the railroad companies 
of the State in January, 1904, it was claimed by the railroads that 
the results of an investigation made by them showed that the prop- 
erty owners of the State, knowing that the assessment of their 
property for taxation was made up largely from data furnished by 
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an examination of the records of sales, had generally fallen into 
the habit of recording the consideration in sales at amounts much 
below those actually paid. Evidence was brought forward tend- 
ing to support the conclusion that the records of sales throughout 
the State would show a land value of not more than two-thirds of 
the real value. If that contention is correct, the foregoing ratios 
should be changed from 522, 407 and 316 per cent, to 348, 272 and 
210 per cent, respectively. 

Mr. Aldrich's appraisal shows an advance over the figures given 
by Mr. Stevens, and he states that this advance is due mainly to 
two things: — 

First. — ^The abnormally low values placed on much of the right- 
of-way as they appear in Stevens's report; and 

Second. — The material advance in values at New York and in 
West Chester County, and particularly to the growing value of 
terminal and dock properties in the large cities. 

It should be mentioned here that assessed valuations were not 
available as a basis for this appraisal. Most of the real estate ap- 
praised was in Connecticut, and in that State assessments are not 
made on the real estate used exclusively for railroad purposes. In 
Massachusetts and New York it has been possible to consult the 
assessed values, but Mr. Aldrich found them so variable that they 
did not serve as a satisfactory basis. 

Altogether, after a careful study of Mr. Aldrich's result, I feel 
convinced that the real estate owned by the railroad company could 
not be duplicated for less than the appraised values, and that very 
likely to do so would cost a much greater sum. 

Grading. — ^This, with the exception of real estate and equip- 
ment, is the largest single item in the cost of the road. It was 
therefore subjected to a very careful examination. 

It has been already stated that the Stevens appraisal was ac- 
companied by a complete set of profiles, with field books and sched- 
ules compiled from actual surveys. All the lines owned by the 
New York, New Haven & Hartford were gone over in a special 
train by Mr. Roberts and Mr. Hubbell, accompanied by Mr. Aid- 
rich and Mr. Sutherland, and on each division by the division en- 
gineer. With the profiles in hand, the classification of the cuts into 
earth, solid rock and loose rock was checked, and the general 
accuracy of the profiles substantiated. From the one hundred and 
sixteen profiles representing the entire line, forty, representing the 
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more difficult portions, were selected and checked. The original 
figures were found substantially correct, with the exception of two 
profiles covering each about 12 miles of road. 

SUMMARY OF ORIGINAL AND REVISED QUANTITIES AND ORIGINAL AND 

REVISED PRICES. 

ORIGINAL QUANTITIB8 AND PRICKS. 

6,080.241 yards solid rock ^ $1.20 1 7.236,289.20 

1.247.486 yards solid rock 9 $1.46 1.808,782.20 

2.107,373 yards loose rock ^ $0.65 1,369.792.46 

86,766,400 yards earth e $0.26 9,189.100.00 

16.991,810 yards borrow 9 1^.22 3,738.198.20 

163,710.891 3rards overhaul ® $0.01 1,637,108.91 

16.911,027 yards train-haul 9 $0.23 3,669.686.21 

128.688,807.17 

REVISBD QUANTITIBS AND PRICES. 

7,246,291 yards solid rock 9 $1.16 1 8,333.234.65 

1,134,117 yards solid rock 9 11-30 1.474,852.10 

1.476,761 yards loose rock ^ $0.66 969.894.66 

36.311,407 yards earth 9 $0.32 11,619.660.24 

20.779.790 yards borrow ^ $0.32 6.649.683.80 

$29,036,664.44 
Excess by revision I 497,867.27 

♦ ♦♦♦♦♦ 

SOLIDIFICATION. 

It is quite customary in the valuation of a railroad property to 
include an item for so-called adaptation and solidification. This is 
intended to take account of the fact that after the road is opened, 
the embankments will settle, the slopes will slide in, the ditches 
become obstructed, and various other changes take place, requiring 
an annual expenditure for maintenance for a number of years, 
which should properly be charge to capital. How much this charge 
should be is exceedingly uncertain. In the Minnesota valuation, out 
of a total estimated cost of reproduction new, for road and struc- 
tures, of about $282,000,000 this item was allowed for in the en- 
gineer's report at a figure of $11,743,000, or about 4 per cent. 
The total cost of grading was estimated at about $56,000,000, so 
that about 20 per cent, of this was allowed for solidification. This 
item is certainly a real one, and should be included. The only ques- 
tion is as to its amount I have taken it at the very low figure of 
$500 per mile, which means that, taking interest at 6 per cent., and 
supposing that the annual charge continues for five years, at the 
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expiration of which time the roadbed has become fully seasoned 
and no further charge need be made, there would be an annual ex- 
penditure of about $110 per mile for these five years. This, it will 
be seen, is a very low charge. The annual cost per mile during the 
first years of operation necessary to take care of the settlement, 
slips, etc., in excess of the usual cost of maintenance on a seasoned 
roadbed would certainly be more than this. The total figure for 
this item is $805,000. Comparing with the Minnesota estimate, 4 
per cent, of the total for road and structures would be about 
$8,000,000, while 20 per cent, of the cost of grading would be about 
$6,000,000. The figure given is certainly low. 

♦ ♦♦♦♦♦ 

EUMINATION OF GRADE CROSSINGS. 

In the appraisal which has been made, the endeavor has been to 
ascertain the cost of reproduction new of the existing lines. The 
existing line, however, includes some elements involved in the 
elimination of grade crossings which has been partly paid for by 
the State, and by the cities and towns. In Massachusetts, for in- 
stance, 35 per cent, of the cost of eliminating grade crossings is 
paid for by the Commonwealth and the city or town. In this 
valuation, however, it has not been considered that the Common- 
wealth or the town has thereby acquired any perpetual or pro- 
prietary interest in the property of the railroad, but that its con- 
tribution was for the purpose of remunerating the company for 
the destruction of existing property involved in the change, and 
for the cost of protecting traffic during the alterations, as well as 
for the better accommodations and greater safety afforded to the 
public. It would have been impossible to adopt any other course, 
and the one described seems eminently fair. It is not contended, 
I presume, that where grade crossings are abolished the Common- 
wealth or the town becomes thereby the owner of any portion of 
the railroad. 



DEPRECIATION. 

The depreciation percentages likewise have been carefully de- 
termined, and represent, in my opinion, a very conservative judg- 
ment. These percentages will, of course, vary with each different 
railroad, depending upon the excellence with which it has been 
maintained. It is the unanimous testimony of every one concerned 
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in this work, who has examined the line or any part of it, that the 
property is maintained in remarkably good condition. The depre- 
ciation percentages have been fixed accordingly. 

The mistake must not be made of comparing these percentages 
with those used elsewhere, without discrimination. For instance, it 
will be noted that no depreciation has been allowed for tunnels, 
while in some of the western valuations a considerable depreciation 
has been allowed for them. The difference is probably due to the 
fact that in the West there are many tunnels lined with wood. On 
the New Haven system, however, there are no tunnels lined with 
wood. The case is similar with reference to other items. 

Taking the cost of the road as a whole, omitting equipment and 
all general expenses except engineering, it will be noted that the 
depreciated value is about 91 per cent, of the cost of reproduction 
new; while taking the grand total, the depreciated value is about 
86 per cent, of the cost of reproduction new. Using the grand 
total in the Michigan appraisal, the depreciated value was 82 per 
cent, of the cost of reproduction new; while in the Minnesota ap- 
praisal it was 87.6 per cent., and in the Wisconsin appraisal it 
was 82.5 per cent. 

VALUE OF TRACKAGE RIGHTS FROM WOODLAWN TO THE GRAND CEN- 
TRAL TERMINAL. 

The New York, New Haven & Hartford Railroad joins the 
Harlem branch of the New York Central at Woodlawn, and its 
trains run over the New York Central tracks from that point to the 
terminal at 42d Street. The New York, New Haven & Hartford 
Railroad Company does not own any portion of this line, but has a 
perpetual right to run its trains over it, and pays a percentage of 
all taxes assessed upon it, based on the amount of its traffic and 
the proportion which such traffic bears to that of the New York 
Central Railroad. The right to run over this line is a legitimate 
asset of the New York, New Haven & Hartford Railroad Company, 
and a very valuable one. The loss to the company which would 
result if it were obliged to stop its trains at Woodlawn, and the 
cost which would be necessary if under such circumstances it were 
obliged to secure a new entrance to New York City, would be enor- 
mous. Some figure, therefore, for the value of this right should 
be included in the physical valuation. As above stated, the actual 
value of this right is very large. Without attempting to go into it 
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very much in detail, however, it may be said that the proportion 
of the taxes on real estate and distribution system paid by the New 
York, New Haven & Hartford Railroad amounts to $99,682.44. 
The details with reference to this are given in the following table: 

Per Cent. 
Assessed paid by 

Valuation, Total Tax New Tax paid by 
1909. paid. Haven. New Haven. 

Mott Haven yard, . $ 933,000 $ 15,636.11 41.160 $ 6,444.05 
Grand Central terminal 11,488,500 192,781.59 41.656 80,305.10 
Distribution system, . 12,933.29 



$12,421,500 $99,682.44 

From these figures it appears reasonable to pbce the value of this 
property to the New Haven Railroad at least equal to the follow- 
ing:— 

Mott Haven yard, 41.160 per cent, of $993,000, . $ 384,022.80 
Grand Central terminal, 41.656 per cent, of $11,488,500 4,785,649.56 
Distribution : — 

A tax of $12,933.29 on same basis as Grand Central 
terminal represents a value of 770,756.00 



Total value to New York, New Haven & Hartford 
Railroad Company, $5,940,428.00 

From this it is evident that the value of this right to the New 
York, New Haven & Hartford Railroad Company, based merely 
upon the taxes which it pays thereon, may be safely placed at $6,- 
000,000. This figure, however, has not been added to the appraisal 
of road and equipment, since it represents no capital. It is rather in 
the nature of a very real, though intangible, asset. 

FINAL REMARKS. 

According to the discussion which has been given, it js the opin- 
ion of the writer that, in estimating allowable capital no deprecia- 
tion should be allowed except upon marine equipment and rolling 
stock. That is to say, the cost of the road should be t^ken at 
the cost of reproduction new, less the depreciation for these two 
items. This would make the total cost of the road as inventoried 
$279,871,566, not including value of trackage rights between Wood- 
lawn and Grand Central station. 

The depreciated figures, however, have been given to enable 
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your Board, if it deems proper, to arrive at a different conclusion. 
A table giving percentages of depreciation used in this and other 
appraisals is given below. 

The appraisal which has been described in these pages has been 
made with as much care as the time would admit, and, in my opin- 
ion, is an exceedingly fair and reliable one. I am convinced that 
the figures given for the cost of reproduction new are low, and that 
the property could not be reproduced for any such sum. In any 
case, the endeavor has been made to be conservative both in the 
original figures, the percentages for overhead charges and the 
depreciation figures. I believe that you may rely upon this estimate 
with confidence, in forming your judgment as to whether the assets 
of the company are sufficient to justify its liabilities. 

♦ ♦♦♦♦♦ 

INTANGIBLE ASSETS. 

No attempt has been made in the above discussion to estimate 
the intangible assets of the company, although these may amount 
to a very considerable item. In the appraisal of the railroads in 
Michigan in 1900, the intangible assets were estimated by Pro- 
fessor Adams, who gave a rule for their determination, based upon 
the net earnings. In a total physical valuation of $202,716,262 for 
cost of reproduction new, or $166,398,156 for depreciated value, the 
non-physical, or intangible, elements were estimated at $35,814,043. 
The latter, therefore, just about made up for the depreciation. 

Reference has been made, however, in the previous pages to one 
element of intangible value of a different kind, namely, that which 
is due to the permanent right of the New York, New Haven & 
Hartford Railroad to run over the New York Central tracks into 
the Grand Central station, which, on the basis of property taxed, 
was estimated to represent about $6,000,000. 

In concluding this report, mention should be made of the fact 
that our investigations have indicated that the Stevens appraisal 
was a very conservative one. Evidently no attempt was there made 
to unduly increase the appraised value of the property, but, on 
the contrary, the figures were almost always low. 

Respectfully submitted, 

Geo. F. Swain. 

Note. — The final estimates as grlven In the appendices to Prof. Swain's report 
will be found In the Railway Statistics of the United States for 1911, on page 

of this volume — ^the margin of assets above the above mentioned liabilities 

being found to be tiQlJiltjnk^ 
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PROSPECTS OF STATE OWNERSHIP IN ENG- 
LAND AND IN THE UNITED STATES 

By W. M. AcwoRTH, London. 
(From the Bulletin of the International Railway Qjngress.) 

Two or three years ago, I was discussing railway questions with 
one of the most distinguished Professors of Economics in the 
United States, and the Professor, who has paid special attention to 
railway matters, said to me: — "National ownership will not be a 
live question in the United States for fifty years to come, unless, 
indeed, England should nationalize her railways. In that case, I 
admit that the question might at once become urgent with us." I 
am persuaded that my friend would not repeat his statement today. 
I have recently spent some time in the United States and have had 
considerable opportunity of learning what leaders of public opinion 
are saying, and still more thinking, at this moment. Having regard 
not only to the actual situation in the two countries, but also to the 
very different temperaments of the two peoples, it appears to me 
more than possible that the United States will lead England in adopt- 
ing a policy of railway nationalization; and this not after a lapse 
of fifty years, but in the proximate future. I recognize that in 
the United States there are obstacles to nationalization that do not 
exist in England. The instinct against Government management 
and in favour of private enterprise is much stronger there than it 
is here now-a-days. And the instinct is based on concrete facts ; for 
it would, I think, be generally admitted that Government agencies in 
America are on the whole less efficient than in England, and that a 
smaller proportion of the best brains of the country are enlisted 
in America in Government service. Moreover, in America there 
would be greater danger — I almost feel tempted to write "greater 
certainty" that, in the words of President Hadley, "politics would 
corrupt the railroad management, and the railroad management 
would corrupt politics." Further, there is in America the certainty 
that nationalization of railways would raise in an acute form the 
question, sometimes dormant but never dead, of State rights. 

For all these reasons it would seem that, if railway nationali- 
zation is to come in a great Anglo-Saxon community, England and 

not America would surely lead the way. But there are causes, and 
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they may turn out to be very potent causes, working in the other 
direction. In England our railway system is practically complete; 
there is very little necessity for the expenditure of new capital. 
Indeed, with the increased attention that has been paid in recent 
years to economical operation, it has been found in some instances 
that accommodation has already been provided out of capital in 
excess of the requirements of existing traffic, and that there is 
a comfortable margin of accommodation available to meet the steady 
but comparatively slow growth of new traffic. Moreover, English 
conditions of business, whether it be the business of railway com- 
panies themselves or of their customers, are comparatively stable. 
We never see in England the tremendous increase of traffic such as 
the American railroads had to face in the years 1906 and 1907 ; nor 
do we see such sudden collapses as the American railroads had to 
face at the end of 1907, when the traffic of some companies shrank 
within a few months, if I remember right, by something like 25 
per cent. We are not in England, as it seems to me, likely to be 
confronted with a sudden crisis in railway affairs. Such a crisis 
not only may come, but quite likely may overtake American rail- 
roads ere long. And if the outcome of that crisis were the national- 
ization of American railroads, I do not think anyone would be en- 
titled to feel that the unexpected had happened. I am not attempt- 
ing to prophesy. In a subject complicated by so many varying 
and conflicting conditions, economic, financial, personal, political, 
and racial, it would be absurd for anybody to prophesy. If I have 
an individual belief, it is that the United States will get much nearer 
to the brink of nationalization than they have come at present, and 
will then start back on the edge of the precipice, and escape by some 
road not yet discernible. Refraining from prophecy, I only desire 
to sketch the forces at present at work and to call attention to their 
apparent tendency. 

We have been accustomed to regard America as pre-eminently 
the country of unrestricted private enterprise in railway matters. 
Speaking broadly, this was undoubtedly true till comparatively re- 
cently. It is certainly not true any longer. At the present moment 
American railroads are distinctly more closely controlled by govern- 
ment authority than are the railroads in England. So far as con- 
cerns traffic within the limits of a single State, government control 
has been both stringent and minute in some States for many years. 
For twenty years past within the great State of Texas, which is as 
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large as France, no railroad company has had power either to vary 
an old rate or to introduce a new one. The authority to make rates 
has been vested in the State Railroad Commission, and without the 
sanction of that Commission no railroad company can raise a single 
dollar of new capital. Texas led the way in this direction, and 
for a good many years Texas stood alone. But recently Texan 
precedents have been followed pretty widely, and it is substantially 
true to say today that, over a considerable portion of the Union, 
the individual States have taken away from the railway companies 
control of their own business, whether it concerns rates, services, 
or the raising of capital and the amount of its remuneration. 

But the railway business of the United States is in the main 
done, not by small companies confining their operations within the 
limits of a single State, but by great corporations ramifying in some 
cases over ten or twenty States. An overwhelming proportion of 
the business of these companies is interstate, and, as such, escapes 
the jurisdiction of any individual State, and is subject only to the 
control of the Federal Government. 

Federal control of railways is comparatively new — its history 
only begins in 1887 — and has only become serious within the last 
few years, but now-a-days, it is serious enough in all conscience. 
American railroads have led the world in the introduction of econ- 
omies, the control of operation expenses by means of scientific ac- 
counts and comparative statistics. But, unfortunately, American 
accounts of receipts have not always been as admirable as their ac- 
counts of expenditure. In the bad old days, gone, one cannot but 
believe, for ever, and gone not in consequence of Government action, 
but almost wholly as the result of reforms made from the inside 
by the companies themselves, it was not uncommon that one set 
of books showed what the trader ought to have paid, but did not, 
for the carriage of his traffic; and another set showed what he ac- 
tually paid when the secret rebates were deducted. Now-a-days, 
the Government has intervened with the heavy hand and crude 
methods common where governments interfere, and laid down that 
every railroad company engaged in Interstate commerce shall keep 
the accounts prescribed by Interstate Commerce Commission, and 
these accounts only; that these accounts shall be at all times open 
to government inspection and that, if any railroad officer keep any 
account not expressly authorized by the Commission, he shall in- 
continently be sent to prison. 
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But this is not by any means the most serious interference of 
the American Government with private railroad enterprise. In the 
words of Mr. Prouty, one of the ablest and most experienced mem- 
bers of the Interstate Commerce Commission: "Its rates are a 
most vital thing to the railway. It is for the sole purpose of 
charging these rates that the railroad is built and operated. What- 
ever affects the amount of these charges touches in its tenderest 
point the welfare of the railroad corporation. From the standpoint 
of the railway itself, this matter is of supreme consequence." The 
rates of the railroads, "this most vital thing," "this matter of su- 
preme consequence," have now-a-days passed from the control of 
the railroads themselves and are subjected to the authority of the 
Interstate Commerce Commission. In England, a railway com- 
pany cannot put in force an increase of rate to which any trader 
objects without the sanction of the Railway Commission; but in 
America the Interstate Commerce Commission, either on the com- 
plaint of a trader or on its own motion, can inquire into the rea- 
sonableness of any rate actually charged, and can, if it thinks fit, 
substitute a new and lower rate in place of it. 

Nor is this all. A few of the great trunk lines of the States, 
which occupied at the outset the main strategic routes, are now-a- 
days, especially where they have been honestly and conservatively 
financed all through their history, in a position of great prosperity. 
Public opinion and the Interstate Commerce Commission agree in 
questioning their right to the dividends they are at present earn- 
ing. Mr. Prouty, from whom I have already quoted, has publicly 
stated that "only in extreme cases would a larger dividend than 7 
per cent upon the capital stock be justified." And the Commission 
— ^and that they have public opinion behind them no one who knows 
the United States can doubt — ^have gone even further than this. 
The Pennsylvania Railroad is not only the greatest private under- 
taking in the world — its annual revenue exceeds £70,000,000 — ^but 
its financial standing is second to none. No one has ever sug- 
gested that one single dollar of its capitalization represents any- 
thing but honest money put into the road ; no one doubts that the 
undertaking today is worth vastly more than the price at which 
it stands in the company's books. For a generation past, the share- 
holders have been content with very moderate dividends, averaging 
less than 6 per cent, and have spent the balance of net revenue 
on capital improvements. The president of the company stated 
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recently before the Interstate Commerce Commission that since 
1887, "his Company had put into the Pennsylvania lines east of 
Pittsburgh" (which are only one portion of the entire Pennsylvania 
system) "$262,000,000 from earnings." That the Pennsylvania 
shareholders were entitled both morally and legally to put every 
dollar of these millions into their own pockets as dividends, is un- 
questionable. One might even have imagined that their self re- 
straint, which resulted in keeping down the capital on which the 
customers had to supply a dividend, was deserving of encomium. 
That, however, is not the view of the Commission, whose decision 
says: "During all that time this Company has always paid to its 
stockholders munificent dividends. Now to whom belongs this 
$262,000,000 ? . . . There is the gravest doubt upon this point. . . . 
Whatever is invested in these properties from earnings may belong, 
not to the public which has paid for it, but to the stockholders who 
have already received a full return for their investment in the way 
of a dividend." [The italics are mine.] 

To complete the outline of the story, it should be added that 
state and federal interference with the actual daily operation of the 
railroads has already gone far and is steadily increasing. Peremp- 
tory orders to run such and such trains, to provide such and such 
accommodation on them, to build new stations here, to reconstruct 
lines there, so as to avoid crossing streets on the level, are increasing 
every year both in number and severity. Laws dealing with the 
provision of safety appliances, regulating the number of employes 
on a train, or the number of hours these employes are to work, have 
been turned out by the hundred within the last decade. In this re- 
spect also the railroads of the United States are subjected to in- 
terference more drastic and much more detailed than anything to 
which the English railroads are subjected. And, whereas govern- 
ment regulation in England dates back to the beginning of railroads, 
and has only been strengthened gradually and at considerable in- 
tervals, this whole mass of government regulation in the States has 
been piled, in the course of quite a few years, upon the backs of offi- 
cials brought up under a system of almost entire freedom from 
exterior restraint. 

Not unnaturally the American railway men, buffeted by such 
fierce and frequent storms coming upon them from every direction 
at the same time, have lost their bearings. Gk)vemment control, 
they say, they could live with, if it were steady and uniform and 
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consistent. But government interference that is often self-contra- 
dictory, that never helps or guides or supports, that only objects 
and obstructs and forbids, in the end beonnes impossible for all 
private initiative is paralysed. And to say that this is the position 
in the United States today, is only to state what is obvious and 
tmdeniable. 

Twenty-five years ago President Hadley in his well-known book, 
Railroad Transportation, wrote as follows: 

There is a strong popular feeling, to a large extent unsuspected 
by those in authority, in favour of Government ownership of rail- 
roads as a system. No one can have much to do with the more 
thoughtful worjdng-men without finding how strong that feeling 
is, and what hopes are based upon it. The fact that the question 
is not now under discussion must not blind us to the fact that forces 
are at work which may prove all but revolutionary when the ques- 
tion actually does come under discussion. 

Government ownership did come imder discussion in 1905 when 
Mr. Bryanj who had twice been candidate for the Presidency and 
was about to be renominated by his party for the third time, startled 
the American public by declaring himself in its favour. At that 
date, as I well remember, for I was myself in America at the time, 
Mr. Bryan appeared to be in a minority of one. The Democrats 
were hardly less unanimous than the Republicans in disavowing all 
sympathy with his. ideas. But things change fast in America, and 
here are one or two quotations to show what typical public men 
in the States are aaying today, now that the question is once more 
under discussion. 

Mr. Finley, President of the Southern Railway, with more 
than 10,000 miles of line, says: 

I do not believe that the sentiment of the majority of the people 
of the United States is favorable to Government ownership, nor do 
I believe that Congress and our State legislatures are consciously 
moving in that direction, but I do believe that, if some of the more 
extreme legislation already enacted is supplemented along the lines 
now proposed, the ultimate result must be to break down the system 
of private ownership. 

Mr. Olney, a Democrat and ex- Secretary of State says: 

The situation is this. As a matter of theory, Bryan favors 
Government ownership of railroads upon the anticipated failure 
of Government regulation. As a matter of practice, Roosevelt and 
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his disciple, Taft, are favoring a kind and degree of Government 
regulation of railroads which makes Government ownership of rail- 
roads both logical and imperative. 

Senator Lodge says: "The curse of Government ownership 
may be forced upon us." Senator Clay, that "public sentiment 
in favor of Government ownership is growing every day.'" 

The situation as I see it is this. A mass of public opinion grow- 
ing larger day by day is crystallizing in favor of Government owner- 
ship. Even among those who believe this to be undesirable, there 
are many who have become convinced that it is inevitable. And 
this view they hold not without good reason, for the railways of 
the country must be managed by some one : if the companies can- 
not, the Government must. And, as I have said, as the result of 
the tempest of drastic and even hostile legislation that has raged 
round them within the last few years, the railwaymen no longer 
know where they stand. The cost of operation has been going up 
against them by leaps and bounds. The wages of railway employes 
have not only gone up, but have gone up out of all proportion to 
the wages of any other comparable employment. In the deep de- 
pression of 1908 the companies attempted to reduce their expen- 
diture by cutting down wages. The whole force of the Federal 
Government was instantly brought to bear upon them and they 
were compelled to abandon the attempt. Foiled in this direction, 
they tried to increase their receipts by raising rates. They were 
promptly confronted with an injunction moved for by the Govern- 
ment, and were compelled to postpone their proposed increases till 
legislation could be passed through Congress giving the Interstate 
Commerce Commission jurisdiction to decide as to their reason- 
ableness. And now after exhaustive inquiry, the Commission has 
within the last few months unanimously decided that no increase 
shall be permitted. 

To justify the proposed increase, the railway companies naturally 
painted in dark colors the prospects of the future. The surplus 
over dividends which they had been accustomed to devote to better- 
ments and improvements had, they said, almost vanished. The 
dividends themselves were in danger. The security on which new 
and urgently needed capital must be raised was gravely imperilled. 
The Commission, it is true, refused to take them at their word, and 
declined to admit that the gloomy prognostications of the companies 
were justified by the facts. But it is no part of the duty of the 
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Commission to find capital for the companies, and there is no deny- 
ing that, on the one hand, the companies are hesitating to incur new 
liabilities, and that, on the other, the public are less ready to pur- 
chase railway securities than they were. Securities of the great 

companies can, of course, be sold, and are constantly being sold; 

but they are only sold at a price that a few years ago would 

have been regarded as prohibitive. (Underscored by Editor.) 

Now the need of American railways for new capital is almost 
limitless. The volume of traffic in the United States increases at a 
rate of which older countries have no idea. Roughly speaking, the 
volume doubles every ten or twelve years. This of itself implies 
vast capital expenditure. But this is not all. During the period 
extending roughly from 1895 to 1905, the railroads restricted their 
capital expenditure within the narrowest possible limits, and the 
arrears of these years have by no means been caught up yet. More- 
over, it is not merely a question of enlarging the plant to meet a 
growing demand : It is also a question of raising the whole stand- 
ard of accommodation to a higher plane. The railroads of a few 
great companies along the Atlantic coast are constructed and equip- 
ped up to a standard of perfection that is surpassed nowhere in 
the world; but over the larger part of the continent the railroads 
have still in very many cases not yet emerged from the condition 
of what the Australians call "pioneer lines." (a) There is, indeed, al- 
ways, or almost always, a track with heavy rails, well built and well 
maintained. But the track, even through the streets of great towns, 
i-uns on the level down the middle of the street; the stations are 
often mere shanties; signals are non-existent, and all the acces- 
sories that go to make up a railroad, according to Continental and 
still more English ideas, are plentifully lacking. The money needed 
to bring up the railroads of the West to the standard set in the East 
is quite incalculable. But that it will have to be found, and that 
the American public will vent their wrath upon the railroad com- 
panies, if it is not found, seems to me certain. The results may 
well be that the Government will have to undertake a work that 
the companies find too heavy for them. And it is not probable that 
the Government will undertake to finance railroads which it does 
not own. As I have said, I do not care to prophesy. Factors that 
at present seem unimportant may turn out to be preponderating. 

(a) Mr. Ackworth's obaenration can scarcely have extended to the west or across the continent — S.T. 
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But at this moment it looks as though before long the history of 
1906-1907 would repeat itself. In these years trade was booming, 
and the railroads found their resources quite inadequate to cope 
with the rush of traffic with which they were confronted. All the 
signs at present point to a similar sudden outburst of activity in the 
near future. If it comes, and if the resources of the railroads are 
overpowered by it as they were five years ago, it is quite conceivable 
that private ownership in the States may be submerged by a great 
wave of popular indignation. 

History shows not a few instances in which the railway policy 
of a country has been reversed within a very brief period. In the 
year 1879, the Prussian Landtag rejected Bismarck's system of 
State purchase by an almost unanimous vote, and six months after- 
wards in a new Landtag the purchase of the first great block of 
what is now the Prussian State railway system was carried by a 
large majority. In 1891, the Swiss people on a referendum rejected 
the purchase of the Swiss Central Railway by a two to one majority. 
And in 1898, also by a referendum, and also with a two to one 
majority, they voted for the purchase of all the main lines of the 
country. In June, 1903, the Italian Chamber of Deputies accepted, 
almost without hesitation, the report of a Railway Commission ad- 
vising against State purchase. And in June, 1905, by an Act passed 
almost without discussion, the Italian Government took over the 
railways. In France, too, the Chambers of Commerce were practi- 
cally unanimous in opposing the purchase of the Western Railway 
by the State. Their opposition was supported by a very great ma- 
jority of the Deputies and Senators representing the district which 
that railway serves. But M. Clemenceau passed his bill and the 
"Compagnie de TOuest" is now "FOuest-Etat". 

To turn from the stormy strife of American railroad politics to 
the drowsy atmosphere which surrounds similar questions in Eng- 
land is like passing from a stinging North Sea gale into some land- 
locked Norwegian fiord. Some two years ago I wrote in the 
Bulletin (^) : "The old edifice of the English Railway system is tot- 
tering to its fall, and no one yet knows what will take its place." 
I ought perhaps to have added that the public and Parliament are 
entirely unaware that there was a system, and that it is tottering; 
and that none of the leaders of public opinion have as yet addressed 

(<) Vide Bulletin of the Railway Congreaa, number of February* 1910, 
p. 986. 
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their minds to the question of what is to take the place of the sys- 
tem, of whose existence and of whose disappearance they are still 
unconscious. I remain, however, of opinion that my diagnosis of 
two years ago was correct. The old system is dead. Even in a 
rule-of-thumb country like England it must be replaced by some 
other system; and no serious attention has yet been given to the 
question what that system is to be. 

In my article of two years ago, I was attempting to summarize 
the report of a Board of Trade conference. Within the last few 
weeks the Board of Trade has published a new report; the report 
this time of a Departmental Committee on Railway Agreements 
and Amalgamations (^). The Committee was appointed in June, 
1909. It consisted of ten members, of whom six were members 
of the legislature, three were lawyers with experience in railway 
matters, and one was apparently selected as a representative trader. 

The Committee were appointed to "consider and report as soon 
as practicable what changes, if any, are expedient in the law re- 
lating to agreements among railway companies, and what, if any, 
general provisions ought to be embodied for the purpose of safe- 
guarding the various interests affected in future Acts of Parlia- 
ment authorizing railway amalgamations or working unions." The 
report of the Committee is a very interesting document. It covers 
50 large and closely printed pages. It may be divided (though it 
is not so divided by the Committee), apart from the usual narra- 
tive and historical introduction, into three main heads. These may 
be described as : 

1* Should railway co-operation be encouraged? 
2* If so, what steps should be taken for this purpose? 
3* What consequential changes in the public regulation of rail- 
ways will be required? 

With past history we need not concern ourselves here. The Com- 
mittee discuss it under the various heads of competition in rates, 
in subsidiary charges, in facilities, in new lines, and miscellaneous. 
They come to the conclusion that competition as a regular force is 
dead or dying, that effects produced by competition in the past still 
to some extent persist and will persist though the cause has ceased, 
but that it is not safe to rely upon their persistence for the pro- 
tection of the public. 

(») Cd 6681. 



State Ownership in England and the U. S. 169 

But they also report that they "have come to the further and 
tmanimous conclusion that the natural lines of development of an 
improved and more economical railway system lie in the direction 
of more perfect understandings and co-operation between the vari- 
ous railway companies." This natural development cannot, the 
Committee think, be prevented by legislative or administrative ac- 
tion. They, therefore, on all grounds consider that the public au- 
thority should encourage and not attempt to hinder it. They recom- 
mend accordingly that every opportunity should be given to rail- 
way companies to enter into public and binding agreements, 
whether for amalgamation, for division of territory, for pooling of 
traffic, or whatever it may be. The detailed changes, whether in 
statute, law, or in the traditional procedure of parliamentary com- 
mittees, which the Committee consequently recommended, have no 
interest except for English readers, and may be passed by here. 

The third head, which I have defined as "What consequential 
changes in the public regulation of railways will be required" under 
a non-competitive system, is naturally much the most important. 
And here, as it seems to me, the report takes a narrower view than 
we might have looked for. Broadly, the situation is this : A coun- 
try may entrust its railways either to Government management or 
to private enterprise. If the latter system be chosen, there are again 
two alternatives: The private railway system may be based either 
on competition or on monopoly. England and Holland (and, imtil 
recently, Italy) have deliberately adopted the competitive basis. 
France has, equally deliberately, adopted the opposite system, and 
has given to each company, as far as possible, a carefully protected 
monopoly within its own district. Each system can claim both 
theoretical and historical justification. But they are diametrically 
opposed; and each system ipso facto excludes certain advantages 
which the other confers. The French system avoids the waste of 
capital implied in the unnecessary duplication of lines, and of income 
in the unnecessary duplication of services. But, on the other hand 
it confers on a company the opportunity of going to sleep with com- 
parative impunity, and it necessitates the constant and persistent 
interference of the State to secure that the company shall give to 
the public accommodation that its own self-interest might often lead 
it to refuse. 

Under a competitive system, on the other hand, even if a cer- 
tain amount of so-called waste is inevitable, competition itself is 
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the main regulative force. To order a railway company to build a 
new line required in the public interest, but not likely to be profitable 
directly or indirectly to the company that builds it, to run a new 
train that will hardly do more than pay working expenses, to reduce 
rates, to build better rolling stock, and so forth — all these are mat- 
ters of such administrative difficulty that a Government may well 
shrink from taking them in hand. Competition does the work 
automatically. Under a competitive system a company will prob- 
ably build new lines, put on new trains, improve its rolling stock at 
an earlier stage than a Government would under a non-competitive 
system have ventured to order them. Such at least would seem 
the natural expectation a priori, and it is an expectation that, I ven- 
ture to say, finds strong confirmation in railway history. 

The Board of Trade Committee do not appear to4)erceive that 
a competitive system is one thing, and a non-competitive system 
another. They recognize that the English railway system has hither- 
to been based on competition; that the system of the future will 
have to be based on non-competition, and they apparently thuik that, 
with a certain limited amount of dotting of Is and crossing of Ts, 
the regulation that was adequate under the one system will suffice in 
the other. At present, for instance, a railway company cannot in- 
crease rates without the permission of the Railway Commission 
Court. The Committee recommend that in the future the same per- 
mission shall be required in the matter of decrease of accommoda- 
tion, and of some twenty different recommendations made by the 
Committee, this is probably the most important. How it is to be 
carried out in practice one has difficulty in imagining. An express 
train, let us say, runs through between two important termini, A 
and B, a distance of 100 miles. It takes two and a half hours on 
the journey, and makes three stops at unimportant stations en route. 
The train is retimed. The local stops are cut out. It does the 100 
miles in two hours, but the passengers from the intermediate sta- 
tions have to travel by a slow train. A hundred through passengers 
per diem save half an hour, but six local passengers lose a whole 
hour apiece. Has the railway company increased or diminished its 
facilities ? To enter upon an elaborate lawsuit, with all the parapher- 
nalia of counsel and witnesses, to prove by sworn testimony to the 
satisfaction of a Law Court that the inconvenience of the six ought 
to be regarded rather than the convenience of the hundred, is surely 
impossible. You can regulate railways by Act of Parliament and 
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by lawsuits, provided Parliament and the Courts are only to inter- 
fere in important cases where great interests are involved. But to 
tell a suburban passenger that he must apply to a Law Court for 
redress, if a company bent on economy postpones heating the local 
trains from the 1st to the 15th of November, is merely laughable. 

And this is not all. A system of regulation that confined itself 
to preserving the status quo might have been justifiable in China 
in the last century. But England is a progressive country, and we 
want something better than the status quo. We want progressive 
improvement. Hitherto our railway companies have given it to us 
in ample measure. Fifty years of competition over the 400 miles 
from London to Edinburgh have brought down the length of the 
journey from eighteen hours to seven and a half hours. No one 
will say that the service of today falls short of the reasonable stan- 
dard of today. But the resources of civilization are not yet ex- 
hausted, and there are no grounds for supposing that fifty years 
hence fifty miles an hour will be a reasonable speed for a through 
express. Yet, if competition is abolished, and the companies which 
at present compete agree to pool their traffic there is no power to 
constrain them to accelerate. And the Board of Trade Committee are 
content to leave it so. They discuss the question of ''extension of 
the rights of the public to compel the railway companies to grant in- 
creased facilities and reduced charges where such a course could 
be proved to be reasonable," and they deliberately refuse to recom- 
mend any change in this direction. 

And herein lies, as I think the future will show, the crux of the 
question. Of course, if we are to continue to rely on Law Courts 
and legal procedure for protection of the public, the Committee are 
right. But to administer through the machinery of a Law Court 
the complicated affairs of a great business undertaking like that 
of a railway company is obviously out of the question. If control 
in this direction is to be exercised by public authority, it can only 
be by the administrative action of a department of the executive 
Government, armed with powers similar to those possessed by the 
French Ministry of Public Works. And, though the growth of 
the powers of our executive Gk)vernment in recent years is suf- 
ficiently conspicuous, it is very questionable whether English public 
opinion is ripe for so great a change as this. With railway mat- 
ters so far, public attention has concerned itself but little. When, 
however, the public began to pay attention and to understand the 
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new situation; when they appreciate that the country has been 
divided up into districts, settled not according to the convenience 
of the public, but according to that of the railway companies ; that 
the condition of things in the year 1911 is to be taken as the standard 
of reasonableness for all time, and that any further improvements 
and concessions are only to be obtained at the good pleasure of the 
railway companies, and only so far as it suits the convenience of the 
companies to concede them; — ^then, as it seems to me, the recom- 
mendations of the Board of Trade Committee will not command 
any general acquiescence. 

The Conclusion may be put very shortly thus. Competition is 
dead. It might have been possible to substitute for it a carefully 
thought out system of State regulation. No attempt is being made 
to provide such a substitute. The present position can accordingly 
only be very temporary, and the ultimate outcome can hardly be 
other than nationalization. 
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RAILWAYS AND NATIONALIZATION IN THE 

UNITED STATES* 

By W. F. Allen, 
general secretary of the american railway association. 

A second edition of "Railways and Nationalization," originally 
published in 1908, has recently been issued by Mr. Edwin A. Pratt, 
with the view of bringing the history of the subject up to date. 

Mr. Pratt writes with special regard to this question as it affects 
British Railways, to the nationalization of which he is opposed ; but 
the facts that he has so carefully gathered are of world wide inter- 
est. Among these is a table showing that in a compilation, includ- 
ing 97.8 per cent of all the railways of the world, 69.1 per cent are 
owned and operated by private companies and 28.7 per cent are state 
owned. The figures in miles are 388,548 privately owned and ICl,- 
244 state owned. Of the former 218,101 miles are credited to the 
United States (the latest figures reported officially for October, 1911, 
were 245,633), so that even excluding the railroads of that coimtry 
the majority is privately owned. None of these figures are later 
than those for 1908, but the percentages today would not probably 
materially differ. 

Mr. Pratt is not strictly correct in classing all the railways of the 
United States as privately owned and operated. There are a few 
comparatively insignificant exceptions; the Panama Railroad, 47 
miles in length, the old trans-isthmian railway, is now owned and 
operated by the United States government for traffic and in connec- 
tion with the construction of the Panama canal. This case, of 
course, is exceptional; and as the traffic of the roa<i will be pre- 
sumably practically annihilated when the canal is opened for busi- 
ness, it need hardly be considered. 

The Texas State Railway, 32 miles in length, is part of the pen- 
itentiar}' system of the State of Texas, which owns and operates it. 
There are also a few other lines owned but not operated by various 
governments in the United States. 

"^Review of "Railways and Nationalization" by E. A. Pratt, Sec- 
ond Edition, 1911, reprinted by permission front the Bulletin of the 
International Railway Congress. 
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The word "nationalization," as Mr. Pratt notes, requires defini- 
tion since there may be : 1st — State ownership resulting from either 
the construction or the purchase of railways, and 2d State operation 
thereof. In almost all cases where lines are operated by the State, 
the ownership is either actually in the latter, or their ultimate pur- 
chase is contemplated. 

There are some hybrid cases where lines owned by private par- 
ties are operated by the government, or where lines owned by the 
governments are operated by private companies; but these are so 
few in number as not to materially affect the consideration of the 
question. There are many more miles of State-owned roads op- 
erated by private companies than of privately owned roads operated 
by governments. 

Two other phases may be mentioned : the operation of the rail- 
ways by the central government, as in Italy, and their operation by 
the several State administrations as in Germany. Still another 
method was proposed by a well known American politician: vis.: 
the operation of the trunk line railways in the United States by the 
general government and of the branch lines by the State govern- 
ments. But this proposition, plainly seen to be absolutely imprac- 
ticable, resulted only in seriously damaging, if not destroying, the 
political prospects of its proposer. 

In investigating the origin of the State owned lines, both those 
constructed and those purchased by the State are scrutinized by 
Mr. Pratt, and in most of the more important cases political consid- 
erations have been the governing motives of the action. These con- 
siderations have sometimes been military, and sometimes have been 
based upon a jealousy or mistrust, more or less justified, of the 
ownership of the lines of transportation by the capitalists of another 
country, who might be moved by one motive or another to transfer 
the securities to their own government In other instances, the po- 
litical party in power has sought to increase its patronage and in- 
fluence by the purchase or construction of lines, in the latter case 
generally when private capitalists were unwilling to risk the in- 
vestment. Mr. Pratt refers also to the case of the railways of 
Italy, where in 1905, the government was obliged to relieve the pri- 
vate companies from the operation of the railways which they had 
formerly handled. The fact that the roads themselves were owned 
by the government facilitated, but did not cause, the transfer of the 
operating control. 
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From the earliest ages, governments have constructed roads. 
Although originally built, as the Roman roads were, mainly for mil- 
itary purposes, these highways were also available for commerce, 
the movement of which was privately exploited. It is not recorded 
that governments in the centuries passed have undertaken the busi- 
ness of conveying goods or passengers over these highways. The 
term "nationalization" as a latter day proposition, therefore, must 
be considered as referring to the transportation of passengers and 
freight, and not to the construction or ownership of the ways of 
communication. 

Mr. Pratt points out the difficulties that would arise in any at- 
tempt on the part of the government of Great Britain to acquire 
the possession of and operate its railways, there being about 23,000 
miles of road operated by some forty companies with between six 
and seven hundred thousand employes and a total capital of 6,400 
millions of dollars. 

The successful operation of any railway, apart from imfortuitous 
conditions, depends upon the ability of the man at the head of its 
affairs. Men of equal ability may serve either State operated or 
privately operated roads. But it is notorious that governments are 
ungrateful to the officials in the civil branches of their service and 
that the reward of ability and the opportunity of advancement, in 
rank and pecuniarily, are far greater in private service than in gov- 
ernment service. In general, men of the highest grade of talent pre- 
fer private service and accept the other either from patriotic mo- 
tives, or as a last resort. There are few officials of State operated 
roads who have come into close contact with the unhampered con- 
ditions which, until recently, at least, marked the service of officials 
in positions similar to their own, upon the privately operated Amer- 
ican railways who have not envied them the advantages the latter 
possessed for rendering efficient service and receiving its deserved 
reward 1 

The annoyances to which officials of State operated railways 
are especially subjected has been demonstrated in widely separated 
parts of the world. In a number of instances, the opposition party 
has sought to place the blame for an accident, without regard to 
justice, upon officials high enough in office to make their discrediting 
a means of injuring the party in power. The employe actually to 
blame was one of a large class of clannish voters whose good will 
the opposition politicians hoped to secure. 



176 The Railway Library. 

In the case of a privately owned railway, the government could 
be called upon to intervene to prevent such injustice; but in these 
cases the governments were the actual defendants. The addition of 
the operation of the railways to the other activities of a government, 
increases greatly the difficulty in the just performance of its rec- 
ognized functions of "defining and impartially punishing wrong 
doing." 

In all republics and constitutional monarchies, the government 
is composed of the representatives of the party in power, whose con- 
tinued ascendency, whether rightly or not, its members must con- 
sider necessary to the good of the country. State railways therefore 
will always be operated for the benefit of the party in power rather 
than in the interest of traffic, and an excuse for this may be given 
on the ground that stability of administration is essential to the suc- 
cessful management of State-operated railways and that changes in 
party control make this impossible. 

Government by party is government by the clique which controls 
the party, and in its final analysis by the beneficent or otherwise, 
leaders or bosses dominating this clique. It does not necessarily im- 
ply government by the most competent, but it may be merely gov- 
ernment by those whose followers from one cause or another are 
temporarily most numerous at the polls. 

State operation may lead to discriminations in favor of certain 
localities and industries ; of this private managements have also been 
accused. The ostensible reasons for the discrimination may be some- 
times the same with either; but in the case of the State operated 
railway, political reasons, partisan perhaps in their nature, are 
added to the commercial reasons which affect both alike. These 
reasons of either kind may or may not justify the discrimination; 
but in the case of the private road the absence of political reasons 
lessens the probability of injustice. 

If there should be an act of injustice on the part of a private 
company, a means of redress is open through one or other form of 
court proceeding. In some forms of procedure, the government is 
the arbitrator, and in others, it becomes the proseaitor. In the case 
of the State operated railways, the government is here also the de- 
fendant. It requires no argument to demonstrate which of these 
situations tends to secure the best measure of justice to the com- 
plainant, it being a common contention of the officers of a govern- 
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ment that such matters are within their executive discretion and not 
subject to judicial interference. 

Theoretically, all government officials ought to be impartial, but 
it is the common experience of those who have had occasion to deal 
with governments that it is extremely difficult to transact business 
satisfactorily with subordinate officials, because of their general un^ 
willingness to consider anything but their own side of a case, or to 
favor anything that does not appear to give some petty advantage 
to the department they serve. The higher officials, when they can 
be reached, are as a rule broader minded, but an appeal means ex- 
pense and delay. 

Mr. Pratt quotes one trader as saying : "It is better to save the 
postage stamp" rather than to seek redress from a State operated 
railway. 

The officials of a State operated road are peculiarly subject to 
political influences as to the number of their assistants. A well au- 
thenticated and not exceptional instance, not referred to by Mr. 
Pratt, is reported where an official occupying a position in charge of 
a certain section of a State operated railway privately admitted that 
he had forty employes kept by orders upon his pay roll whom he 
had never used in the work, many of whom he had never even seen. 
Some one or other of political influence, considered necessary to the 
party in power, would be seriously displeased if they were dis- 
charged. The enforcement of discipline under these conditions is 
impossible. This baleful influence is the inevitable result, sooner or 
later, of the intrusion of politics into railway operation. 

A railway should be able year after year to increase the facilities 
which it offers to the public and demonstrate under all ordinary cir- 
cumstances the efficiency of its business administration by showing 
a constant increase in its surplus from earnings. If it cannot do 
this, it is not in a healthy financial condition. It is like a child, which 
if it does not weigh more at the end of the year than at the beginning 
is considered to be in a serious condition of ill health and perhaps 
afflicted with marasmus. To prevent railway marasmus additional 
capital in excess of surplus earnings is absolutely necessary in all 
countries where progress has not ceased. Any stumbling block 
placed in the way of securing this necessary capital is injurious to 
the best interest of the nation. If the procurement of this capital 
is made to depend upon a government appropriation by parliament- 
ary enactment, decided upon perhaps by the vote of a party caucus. 
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instead of upon business and market conditions, a most serious 
stumbling block in the way of obtaining the required development is 
introduced. 

There are well known instances where railways, which have 
earned substantial profits when privately owned, have shown a con- 
tinued deficit under state ownership and management, in spite of 
the best efforts of able officials in charge, such as the Western Rail- 
way of France. If these deficits were due to reductions in rates 
they might be regarded, by shippers, at least, as not without compen- 
sation. Comparisons of rates without intimate knowledge of condi- 
tions are apt to be deceptive, but a comparison of the charges before 
and after nationalization fails to develop that a reduction in rates in 
any instance was the cause of the deficit. On the contrary, Mr. 
Pratt states that recently in Hungary the nationalization of certain 
roads was followed by an increase in the rates of as much as 5 per 
cent 

Mr. Pratt points out that in their dealings with the public in 
the matter of charges. State operated railways have exactly the same 
complaints made against them as are made against the private com- 
panies. 

In addition to a special variety of evils to which they are pecul- 
iarly liable, every practice charged against privately owned railways 
as objectionable, including discrimination in rates, rebating, etc., 
flourishes unchecked upon many of the State operated lines. For 
instance, on one large system of State owned and operated railways, 
whose recent successful management has won merited praise, no at- 
tention is paid to what is called in America the "long and short haul 
rate" when water competition makes it advisable for financial 
reasons to disregard it. 

From all the facts Mr. Pratt presents, one reaches the conclu- 
sion that upon comparatively small systems either State operated or 
privately operated railways may be handled efficiently, if circum- 
stances are favorable, depending largely upon the personal qualifica- 
tions and ability of the officials in charge and the power entrusted 
to them. There is, however, of necessity more or less of a hamper- 
ing rigidity controlling the operation of a nationalized railway that 
is not found in the case of those privately operated. 

It appears also to be safe to conclude from the evidence at 
hand, that the best private management under sensible and re- 
stricted governmental supervision is more efficient in serving the 
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public than the best State management, while the worst examples 
of financial failure and inefficiency of operation are to be found 
among State operated railways. 

From the excellent summary of his survey of the question 
which is presented by Mr. Pratt, the following extract is taken : 

"State operation of railways has not been shown to be more 
economical, more efficient, and better for traders and travelers than 
operation by companies; whereas we have distinct evidence that 
State operation may involve: (a) deliberate presentation of the 
railway accounts in an unduly favorable light, in order to convey 
a wrong impression to the taxpayers; (b) the introduction into rail- 
way administration of political influences which render impossible 
operation on ordinary business lines, encourage deep-seated and 
wide-spread corruption, and tend to degrade the character and mar 
the efficiency of the national or colonial parliament; (c) serious 
evils in the creation of a large body of State servants, who may 
provoke grave labor troubles, or as elector employes, may either 
themselves use their political privileges to their personal advantage, 
or, alternatively, be made use of by government or parliamentary 
candidates to serve their own particular end, bribes being thus of- 
fered, or pledges being thus given, the fulfilment of which would be 
prejudicial both to railway and to national interests; and (rf) a 
possibility that the desire of the railway companies to secure a 
reasonable return on invested capital, may be superseded by a much 
more active endeavor on the part of a finance minister to obtain 
large contributions from the railway revenue for the national ex- 
checquer. 

"That even where State ownership of railways has been neces- 
sarily or justifiably adopted, such disadvantages and dangers as 
those mentioned and others besides, would be avoided by the State 
entrusting the actual operation of the lines, under suitable condi- 
tions, to private companies." 

Mr. Pratt does not devote much space to the subject of "nation- 
alization" as it is presented in the United States, and some further 
reference thereto may be regarded as pertinent. 

Several of the States have had their experiments in government 
ownership and operation of roads within their limits, but all of 
these, with a single exception, have been denationalized so far as 
operation is concerned. Eighty miles of railway extending from 
Philadelphia to Columbia were built by the State of Pennsylvania 
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and operated unremuneratively by its government for several years 
to the general disgust of the people of the State. The road was, 
finally, sold to the Pennsylvania Railroad Company in 1857, and 
formed part of its original main line. Having been badly laid out, 
nearly all of the road has since been rebuilt on a better located 
line. 

The Western & Atlantic Railway, 137 miles in length, was con- 
structed and operated by the State of Georgia and is described as 
having gradually become a "prolific source of loss and injury to 
the community who had supplied the funds for its construction." 
It has been operated under lease since 1870, and is now a part of 
the line of the Nashville, Chattanooga & St. Louis Railway, 
although still owned by the State. 

The State of North Carolina owns the majority of the stock of 
the North Carolina Railroad Company, with 224 miles of track, 
which is operated by the Southern Railway Company, under a 
ninety-nine years lease dating from 1896. This State was also at 
one time the sole owner of the Western North Carolina Railroad 
(185 miles) and operated it for five years from 1875. In 1880, 
the road was sold to a new corporation and eventually was ac- 
quired by the Southern Railway Company. The State now has no 
."seal interest in it whatever^" 

The Hoosac Tunnel was constructed by the State of Massa- 
chusetts because it was supposed that its costs would be too great 
for private capital to undertake. The short line of railway passing 
through it was operated unsuccessfully by the State for a few 
years, was purchased by the Fitchburg Railroad Company in 1887, 
and is now part of the Boston & Maine Railroad System. 

One-fifth of the stock of the Richmond, Fredericksburg & Po- 
tomac Railroad Company (81 miles) is owned by the State of 
Virginia, which has representation in its board of directors. 

The State of New Jersey owns some of the stock of the United 
Railways of New Jersey and there is a "State director" on its 
board. The road was leased to the Pennsylvania Railroad in 1871 
for nine hundred and ninety-nine years. 

The City of Cincinnati built the Cincinnati Southern Railway 
(338 miles) in order to attract to the city the southern trade, 
which had previously had its only northern outlet by rail in that 
locality at the rival city of Louisville; but it has always been op-, 
erated by one or another private company under lease. 
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There is nothing in the history of these ventures to encourage the 
belief that any advantage to the people would result from the 
State-operation of the railways. 

Taking into consideration the whole of the United States, the 
nationalization of the railways would involve the purchase of 240,- 
000 miles of railways operated by some thirteen hundred com- 
panies with one million six hundred and fifty thousand employes 
and a total capitalization of about 17,500 millions of dollars. 

In addition to the railway lines, the American companies own 
interests in a large number of other industries of which the fol- 
lowing may be mentioned: electric railways, elevators, warehouses, 
stock yards, telephone and telegraph lines, transfer, ferry, steam- 
boat, canal, bridge, tunnel and express companies, mining, lumber, 
manufacturing, land, irrigation, turnpike and building companies, 
hotels and eating houses, banks, trust and insurance companies, 
opera houses, auditoriums, armories, markets, gas and water plants, 
fair grounds, parks, pleasure resorts, newspapers and other publica- 
tions, etc. The amount so invested aggregates over four hundred 
and sixty millions of dollars. The operation of all these varied 
interests would have to be provided for by the government, if the 
American railways were nationalized. 

The railway corporations are as a rule the creatures of the sev- 
eral States. They own and operate their properties by virtue of 
rights granted them by the governments of the States. No such 
company could alienate its property even to transfer it to the gen- 
eral government, either by sale or lease, without the consent of the 
State government. There are forty-eight States and the mass of 
legislation that would be required to obtain the passage of enact- 
ments necessary to carry into effect the nationalization of the rail- 
ways would therefore be very great. It could not be successfully 
accomplished without the consent of both houses of the legislature 
and the governor of each State. Partial or progressive nationaliza- 
tion of any extent would be practically impossible as deep seated 
local jealousy and even moderate State pride would surely prevent it. 
It would be opposed even by those who hold no exaggerated views 
on the subject of "State Rights." 

It is a curious fact, which may be mentioned as throwing 
a side light on the subject, that the right of a company char- 
tered by a State to construct a railway upon land actually belong- 
ing to the general government was affirmed by President Lincoln 
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and afterwards reaffirmed by President Grant, neither of whom can 
be accused of having held an extreme view of the sacredness of 
"State Rights." 

The efficient operation of a railway of even 1,000 miles in 
length requires the services of a man at its head, strong both 
physically and mentally. To operate efficiently a system of 240,000 
miles of railway would, if it were possible, require an exceptionally 
competent, strong and active^man at its head. Men of such excep- 
tional character when placed at the head of a department of gov- 
ernment, with great power and executive discretion necessarily in- 
trusted to them, have proved themselves in all ages of the world to 
be extremely dangerous to the liberties of the people. On the other 
hand, a weak administration of so stupendous a railway system 
would result in uncertainty and disaster in its operation, to the in- 
calculable injury of the country. 

To those who advocate an extreme governmental control of 
the American railways as an antidote to the propagation of the 
idea of government operation, to which they are opposed, the study 
of the history of the nationalization of the German railways as 
stated by Mr. Pratt is suggestive. Bismarck, inspired by the 
thoughts of giving greater power and prestige to Prussia aimed to 
create an "Imperial system of State railways for the whole of the 
German Empire with Prussia at the head thereof." 

As a logical step in this direction, he inaugurated "a strangling 
and starving campaign" against the private companies. This "natu- 
rally depreciated values and the government's eventual purchase 
was at a cheap rate." In the meantime, however, the jealousy of 
the governments of the other States was aroused against Prussia, 
and as a matter of self defense they themselves purchased the lines 
of railway within their respective boundaries, so that the only Im- 
perial system in the German Empire is that of Alsace-Lorraine. 

In the minds of some observers, the treatment that the Ameri- 
can railways have received in recent years from many of the States, 
as well as from the national government, tends strongly towards 
nationalization instead of the opposite. The large additions to the 
expense of operation forced upon the roads by various enactments, 
the unnecessary shackling and harassing of their officials in the 
performance of their duties and in their exercise of discipline, the 
flood of legislation constantly being enacted or introduced adverse 
to or regardless of their interests, accompanied by the deprivation 
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or refusal of the right to increase rates in spite of the acknowledged 
increase in expenses due to higher wages, is regarded as a counter- 
part of the "strangling and starving campaign" ascribed to Bis- 
marck, no matter what are the intentions of those who are re- 
sponsible. 

The question of the nationalization of the railways is, however, 
at present an academic rather than a practical one in the United 
States. Expressions as to its possibility come mainly from two 
sources, politicians who think they will secure popular favor by ad- 
vocating extreme measures, on the one hand, and, on the other, 
capitalists and railway managers, who are disgusted with what they 
regard as excessive governmental interference with their business, 
and who feel that if the government is to exercise such a large 
measure of control over the management it should become directly 
responsible for the results. 

The first-named class are the more demonstrative, but are com- 
paratively weak in number and influence. None of the various nu- 
merous forms of socialism appears to be pleasing to the bulk of the 
American people; and although some minor political victories have 
been achieved by the united efforts of the advocates of all forms 
of that doctrine joined with the votes of those who were discon- 
tented with the nominations of the greater parties, such victories 
have been local, sporadic and inconclusive. 

The distrust of the future felt by financiers, which may lead to 
inability to secure upon moderate terms the capital for the greatly 
needed development of the American railway system is a much 
more serious matter. 

Careful investigators having unusually extensive means of ob- 
taining information report, however, that there has been a decided 
change in sentiment recently in some parts of the United States 
where for a number of years radical measures only could obtain a 
hearing. For instance, the State of Texas, which embraces a ter- 
ritory of about as many square miles as Germany, Switzerland, Bel- 
gium, Holland and Denmark combined, with nearly 14,000 miles of 
railway, was one of the first to adopt a course of extreme and dras* 
tic regulations of its railways and other corporations. It now finds 
that capital cannot be obtained to increase the mileage or improve 
the facilities of the railways within its borders, both of which are 
greatly needed for its future advancement, and that other branches 
of business are also in a state of arrested development. 
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As a result, an organization has been formed of the business 
men of the State of all interests outside of the railways, and includ- 
ing many of the most influential of its public men, for the avowed 
purpose of reversing the policy that has so long prevailed. Thei 
organization is a very powerful and determined one and the re- 
sults already achieved indicate its entire success in the near future. 
Although facing an intolerable condition it is significant that na- 
tional or State ownership or operation of the railways as a remedy, 
forms no part of the program of this organization. Perhaps thi 
fact that the State of Texas, as already mentioned, owns and op* 
erates the little railway 32 miles in length, constructed originally 
to carry ore and coal to a smelter worked by convicts at its peniten 
tiary, and its subsequent financial history, may be the reason why 
the idea of State operation presents no attractions to the people of 
that commonwealth. 

It is not in Texas alone that the reaction against the enactment 
of radical anti-railway measures has commenced. In at least four- 
teen other States where the legislatures heretofore have been ve- 
hement in their opposition to railway interests, it has been clearly 
demonstrated that such sentiments have ceased to be popular among 
the voters, and that the politicians having begun to be aware of this 
fact, are trimming their sails accordingly. 

These manifestations are tending to reassure timid investor^ 
and if they continue, as seems probable, nationalization as a prac- 
tical measure is not likely to be made on open issue. It would be 
advocated by "the same class of partisan agitators who made use of 
the Tree Silver' issue" to further personal ambition. It is safe to 
say that an attempt to make the nationalization of railways a party 
issue in the United States would result, at the present time, in the 
overwhelming defeat of the party proposing it. 

The general trend of opinion in America among those who have 
seriously considered the subject may be summarized as follows: 
that the general government of the United States has ample strengtli 
to easily dominate the largest private corporation that could operate 
within the boundaries of the country; but it is doubtful if it is 
strong enough to control such a gigantic concern as would be 
created within its own organism by the nationalization of the rail- 
ways; and that such a huge creature woyld either dominate its 
creator by reason of its power and energy; or without recourse, 
crush and smother the activities of the people by mere inertness. 
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GOVERNMENT OWNERSHIP OF THE RAILWAYS 
AS UNNECESSARY AS IT IS UNDESIRABLE <'> 

By Fairfax Harrison, 
President Chicago, Indianapolis & Louisville Ry. Co. 

There is an Oriental fable of a discontented shepherd who was 
ruined by the accomplishment of his own wishes; he prayed for 
more water than he needed, the Ganges was turned into his grounds 
and his flock and cottage were swept away by the inundation. Can 
we find a moral in this for our present enquiry ? The American is 
essentially a practical person. If we can demonstrate to him that 
he already has all he needs, it is not necessary to argue further, but 
it may not be out of place to point out that not only is govern- 
ment ownership of the railways unnecessary for his protection but 
that there are positive dangers lurking in the proposition. 

It will be recalled that on his return from a tour of the world 
several years ago a certain Peerless Leader publicly proposed a 
political programme of government ownership of the railways — ^and 
that the suggestion fell still-born, even in his own party of radical 
tendencies. But in the interval we have seen other as novel and 
perhaps not less radical political principles propounded and seriously 
discussed, so while the progressive elements in contemporary 
American public life have not yet sought seriously to revive the 
suggestion that the government should take over our railways, it 
must be recognized that the doctrinaire opinion emanating from 
some of our colleges, which has been the spring of many current 
political dogmas, has not entirely abandoned this supposed solution 
of the railroad question, and that it is quite possible that it may 
yet be made a live political issue. 

In any event the fact that certain European countries today own 
and operate some or all of their railways, that Australasia has 
built up her railway system on that basis, suffices to make the 
question one worthy of serious economic discussion, and, of course, 
it must be a favorite topic with that large and growing school of 

(a) Address delivered at the University of the South, Sewanee, Tennessee, 
Aug. 1, 1911. 
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opinion whose thesis is that all public utilities should be in the 
hands of government. Our generation has seen a remarkable 
growth of municipal activity in the operation of municipal facili- 
ties; water works, gas and electric lighting plants have been taken 
over by cities, and, in certain instances, successfully maintained. 
The experiment has even been tried of municipally operated street 
railways, though today the pendulum of opinion has rather swung 
away from that experiment and the practical social democrat seems 
for the moment to content himself with public ownership of street 
franchises leased and operated by individual entrepreneurs. Be- 
cause certain public utilities can be proven to.be safe in the re- 
sponsible charge of a municipality, it does not follow that all pub- 
lic utilities should be operated by political public authority. The 
logic of such an argument may seem complete, yet it is perhaps sub- 
ject to the fallacy of the undistributed middle. But, even if the 
argument was logically sound, a moment's reflection upon the his- 
tory of our successful political institutions will demonstrate that 
the difference between Anglo-Saxon and Latin processes of gov- 
ernment lies largely in the daring disregard by the Anglo-Saxon 
of all logic in shaping his political destiny. Our principle has been 
that logic is magnificent but it is not politics. 

Before we proceed with our argument it must be admitted that 
the advocates of government ownership of our railways are not all 
doctrinaires or radicals. Not a few of them are to be found 
among the owners of railway securities, for such have been the 
uncertainties of the railway industry in recent years by reason of a 
variety of economic causes, (among which may be cited as not the 
least the realized expectation of labor in constantly increased 
wages, and the accomplished requirement of governmental authority 
in matters adding arbitrarily to the expenses of operation) that 
many railway security holders, trembling over tlie uncertainty of the 
return on their invested savings, would welcome the opportunity 
to exchange what they have for the assured and stable income of a 
government bond. Indeed a railway security holder upon whom 
the government should today make demand to surrender his prop- 
erty would be much in the position of a slaveholder in Virginia in 
the middle of the XIX Century when agriculture with slave labor 
had reached its lowest economic ebb and abolition sentiment was 
rife. It will be recalled that John Randolph of Roanoke vehemently 
exclaimed in the House of Representatives that the time was soon 



Government Ownership Unnecessary. 187 

coming when the masters would run away from the slaves and 
be advertised by them in the public papers. 

At the threshold of our enquiry as to government ownership of 
the railways, it is meet to ascertain why that step has been taken 
by those nations which have taken it, and it is curious that no two 
of them have taken it for the same reason, which seems to indicate 
that there is no deep underlying principle which demands it. 

Bismarck planned to acquire the German railways for the Ger- 
man Empire as part of his scheme of political unification; after 
being committed to the policy, he acquired them for Prussia, and 
accomplished his political object indirectly. The Swiss and the 
Belgians took over their railways because they feared the domina- 
tion of foreign capital. Italy and France were both compelled to 
the step as a consequence of original subsidies and to solve other- 
wise inextricable complications about government control of rates. 
The Australasian commonwealths built their own railways because 
the capital could not be secured except on the credit of the State, 
and, having built the lines, they assumed in the first instance to 
operate them. Perhaps the history of this last experiment will be 
like that of the State of Georgia with the Western & Atlantic Rail- 
way : After some years of operation by the State a private corpora- 
tion was welcomed as lessee and has ever since continued to man- 
age the property. The other States in the South which have sur- 
viving proprietary interests in their railways have always been 
content with private operation, e. g., North Carolina with the North 
Carolina Railroad, and Virginia with the Richmond, Fredericks- 
burg & Potomac Railroad; as is also the case with the Cincinnati 
Southern Railway, which belongs to the City of Cincinnati. 

We can find no guiding precedent among these instances. None 
of them fits the present situation of the United States as a whole. 

If, then, there is no other argument for government ownership 
than the interest of the public, it may be answered that the interest 
of the public can be, and will be, and indeed is, protected by 
Regulation. The interest of the public in the railways lies in three 
things: Honest Management, Efficient Service, and Reasonable 
Rates, without undue discrimination. None of these things would 
be promoted by government ownership, but all are now secured 
through Regulation. 

Under existing conditions it is confidently claimed that railway 
management is honest, whatever may be said of the past history of 
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the railways in the control of those eponymous financial heroes of 
the tribe of Capt. Kidd and Black Beard, whose sins, committed 
during the period of construction or merger of the railroad systems 
which bear their names, were as scarlet as they were picturesque. 
But the management of the railways of today is not in the hands 
of pirates. That tribe is as extinct as the great auk, and while their 
example, like that of Clovis to the later Merovingian Kings, has 
been responsible for some lamentable instances of vulgar crime 
among a few unworthy railway officers, it can fairly be said that no 
department of the government can boast a body of men higher 
minded, better equipped or more scrupulous in the public service 
than the men in responsible charge of the railways today. They 
have mostly risen from the ranks and are the product of years 
of sound discipline in subordinate positions, so that they know the 
responsibility of command and at the same time can respect those 
subject to their orders. They represent indeed that high ideal of 
intelligent workmanship so eloquently described in Ruskin's fine 
exordium : 

"To obey another man, to labour for him, yield reverence to 
him or to his place, is not slavery. It is often the best kind of 
liberty — liberty from care. The man who says to one Go, and he 
goeth, and to another Come, and he cometh, has in most cases 
more sense of restraint and difficulty than the man who obeys him. 
The movements of the one are hindered by the burden on his 
shoulder, of the other by the bridle on his lips ; there is no way by 
which the burden may be lightened, but we need not suffer from 
the bridle if we do not champ at it. To yield reverence to an- 
other, to hold ourselves and our likes at his disposal, is not slavery ; 
often it is the noblest state in which a man can live in this world." 

Never was character at such a premium in the railway serv- 
ice as it is today.* 

*Slnce this paper was prepared I have seen the following extract from a re- 
cent leading editorial in the New York Sun newspaper, and 1 am proud to know 
that the author had In mind some of the ornaments of the railway service : "The 
country needs men especially trained for the admlnistraUve responsibilities of 
business, men who have studied general, social and economic laws as well as the 
technicals of a particular industry. Their horizon must be wider and their grasp 
must be broader than that of those whose view is limited by the immediate 
balance sheet. There are such men now. They are being developed by the cor- 
porate regime, and the time will come when no man will be considered fit for the 
leadership of a great business who does not combine so-called business ability 
with economic grasp. When that time comes there will be needed no less than 
now not only trained leaders of Industry and commerce, but trained leaders 
of finance. That the day of the greedy Inflationist and conscienceless promoter 
is passing Is evident. The leaders of finance of the future will develop in higher 
degree the qualities possessed by the greatest of the bankers of today. They 
will not be concerned with immediate profit, no matter what the future cost In 
social discontent, but they will have their minds upon the maintenance of that 
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Power in the hands of the individual is always a possibility of 
tyranny, and the power of the American railway manager is indeed 
great; not so great as it used to be in the days before Regulation, 
but it is still sufficiently great to compensate for some of the diffi- 
culties which hamper his work. Disraeli observed that a leader 
among the boys at an English Public School, a Captain of Eton or 
a Praefect of Winchester need never envy the Prime Minister of 
England, and that is the feeling of the modem railway manager in 
the United States. Yet his power is now tempered by Regulation, 
for he must account to Public Authority quite as much as to his 
Board of Directors. He sails between the Scylla of enforced resig- 
nation and the.Charybdis of indictment; so that practically he is as 
responsible a public servant as if he held a government commis- 
sion. It cannot be said, therefore,, that government ownership is 
necessary on the ground of control of the integrity of management. 

Nor is government ownership necessary to secure efficient serv- 
ice. It may be doubted whether an American railway operated by 
government would be as efficiently operated as it is under private 
managen\ent. Despite the recent criticism of the efficiency of the 
existing regime, Mr. Julius Kruttschnitt, himself an acknowledged 
master of efficiency of railway operation, has stated in his recent 
Harvard lecture his judgment that, as a whole, the American rail- 
ways are now, and for many years past have been, operated with 
an efficiency which is astonishing, and that the public has got the 
benefit of it. In a striking graphic chart he shows the rates per 
passenger mile and per ton mile actually collected by the railways 
during the past fifteen years in comparison with what those rates 
might have been if they had followed the trend of labor and com- 
modity prices during the same period, and he states his conclusion 
to be that, by the practice of efficiency methods by the railways, 
more than seven billion dollars was saved to the public in transporta- 
tion charges in the fifteen years. For the yeaf 1909 this means a 

social condition in which the return to the wa^e earner, to the man who designs 
and directs, and to the savingrs of the man of thrift, will be kept as nearly In 
equilibrium as the fluctuations in the underlying conditions of nature will permit. 
The great leaders of finance will in increasing degree focus the Judgment of 
the Industrial and conmiercial world for the benefit of those who would securely 
invest their savings. That character and genuine ability are becoming more and 
more a potent factor in the conduct of the processes that promote material wel- 
fare is proved not only by the elimination of the malefactor from the positions 
of responsibility in the industrial and commercial corporations, but by the 
passing of the financial bounder. Ten years ago a profound remark of President 
I^dley of Tale met with derision from certain quarters, but the course of events 
proves that the force which works for righteousness is making good his dictum 
that the surest punishment for the man who has attained so-called pecuniary 
success through moral obliquity is social ostracism." 
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saving to the public of $2,760,000 every twenty-four hours, or nearly 
three times Mr. Brandeis' famous million dollars a day. 

The natural initiative of the American man of business working 
under the stress of competition leads him to experiment with new 
devices and adopt new methods from day to day in a way impos- 
sibk to a government-managed industry. Concentration of respon- 
sibility is necessary for this, and the criticism of all government- 
managed railways in Europe is their rigidity. The individual of- 
ficer may be fit but he is tied fast with red tape, in a way quite 
familiar to every one who has done business with the government of 
the United States. I have myself met, and measured, with the 
utmost respect for their individual professional equipment, some 
of the officers of the most criticized railway in the world — the 
State-ridden Western Railway of France. 

The result of government management is almost inevitably 
bureaucracy, and what this means in comparison with private initia- 
tive in living industry can well be illustrated by the experience of 
Austria. Mr. Pattai, the President of the Austrian Chamber of 
Deputies, said in a speech delivered last summer: 

"We have always been in favor of the State taking over the 
railways, but if we had been able to foresee the results of the man- 
agement I assure you we would have hesitated a little longer. We 
are still in favor of the principle, but it does seem to us that our 
government has performed a remarkable feat when it has suc- 
ceeded in creating a deficit on the Northern Railway, (which, under 
private management, earned six per cent dividends). The govern- 
njent have enlisted an army of new employes* ; they have gone much 
too far in the reduction of hours of labor; instead of commercial 
management they have appointed lawyers to posts that require busi- 
ness men or experts ; they have established an entirely unpracticable 
bureaucracy. At the present moment we are face to face with a 
deficit of $25,000,000. There would be no deficit at all if the 

"The course of the Austrian government In "enlisting an army of new 
employes" after taking over the railways was not exceptional. Within three 
years after the government in 1905 assumed the operation of the railways of 
Italy the nimiber of employes was increased from 97,000 to 137,000. Critics of 
the government have attributed this to political influence. The growing de- 
moralization which marked the operation of the roads while this increase of 
80 per cent in the number of names on their pay roll was taking place shows 
that if additional men were employed to Increase efficiency the purpose was not 
attained. The taking over of the private railways of Belgium by the state was 
followed by a large increase in the number of employes, and the same thing took 

glace a short time ago on the Western Railway of France, after its acquisition 
y the government. It has been charged in the Canadian parliament that the 
government increases the number of employes of the Intercolonial during political 
campaigns to influence election results. 
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return from our railways were that which it ought to be.* I repeat 
that absolute imbecility has characterized the taking over of our 
railways. We must introduce business ideas into the government 
service," 

If government ownership and operation is not likely to im- 
prove the efficiency of operation, neither is it necessary in the in- 
terest of the social uplift. What public opinion, working upon the 
natural law of competition, does not do in that respect can be 
and is adequately accomplished by Regulation. The modem State 
concerns itself with many social questions affecting industry with- 
out asstuning the responsibility of ownership, so today by statute or 
by order of a commission the railways are scrupulously regulated in 
the interest of employes as well as the public ; safety appliances are 
prescribed, working conditions and hours of service are modified, 
compensation for injuries is defined, train schedules are altered or 
fixed, new stations are built, so-called "full crews" are specified; 
indeed, it would be difficult to define any act of management in the 
public interest which the State has not assumed to regulate, for all 
that the Supreme Court has said that "in no proper sense is the pub- 
lic a general manager" of the railways. 

The interest of the public in rates and adjustments of rates is 
undoubtedly safer under the existing regime of private initiative sub- 
ject to regulation than it would be under government ownership. 
The selfish ambition of a part of die public is that rates shall con- 
stantly be reduced. Under the stress of competition, and with the 
aid of improved and cost-reducing methods of operation, the Ameri- 
can railways have heretofore constantly met this ambition, and have 
reduced their rates. Recently they realized that they had gone too 
far in this process, and proposed a general advance in an amount 
which they considered necessary to compensate them for the addi- 
tional burden they are now carrying. But Regulating Authority in- 

*Almo8t the only state railways whose financial results appear to be saUs- 
factory are those of Qennany. Professor James Edward LeRossignol contributed 
an arUde to Moody's Magazine for August, 1907, in which he showed that after 
paying interest on the investment in them the New Zealand state railwasrs were 
operated at a net loss of over $860,000 per year. The gross earnings of the 
Intercolonial of Canada in 1909 were $8,602,986, and its operating expenses were 
$9,052,522, leaving a deficit of $449,536. The interest on the investment in it at 
4 per cent would be $8,520,279, which would make the total deficit $8,969,816. A 
writer in the Toronto MaU and Empire estimated in 1907 that the Intercolonial 
during the previous five years had made a dead loss of $4,000,000. Allowing for 
Interest on the Investment the deficit of the Belgian state railways is estimated 
by Mr. Edwin A. Pratt at $14,000,000 per year. The deficit of the Austrian 
railways already has been mentioned. The Russian railways are worked 
regularly with a heavy deficit The Italian lines do not earn enough to pay more 
than one-fourth of the interest on the Investment in them. These examples 
could be mulUplied. 
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tcrvencd and the proposed advances were prohibited, the railways 
being assured that the business of the country was adjusted to then 
existing conditions and the public interest was such that they must 
be content. It is not probable that if the government owned and 
operated the railways and felt the pinch of fiscal necessity it would 
be as considerate of the public as it is when it is regulating the 
management of private property; at least that has not been the 
experience in those countries where the government has been actu- 
ated by such responsibility. In Germany the railways were ac- 
quired with a promise that rates would be reduced. After the gov- 
ernment got control and found the necessity for increased revenue, 
it not only did not fulfill its promise, but has since actually ad- 
vanced the rates.* General advances of rates to provide for fiscal 
necessities have also been made against the protests of the public 
on the government-owned railways in Russia, Austria Hungary, 
Denmark and Switzerland. 

Mr. W. M. Acworth, the English economist, prescribes two qual- 
ifications for a rate maker: Expert knowledge and impartiality. 
He admits that a government officer may have expert knowledge 
as great as that of the officer of a private corporation, but he de- 
nies that the government officer can be as impartial. His argument 
is worth quoting at length, but it must be remembered that in speak- 
ing of a private company he is referring to English conditions where 
Regulation has not gone nearly as far as in the United States. 

"Now we agreed (says Mr. Acworth) that expert knowledge 
was just as likely to be found in a state official as in the manager of 
a private company. But from whom are we most likely to secure 
our second desideratum, impartiality undisturbed by outside in- 
fluence? Consideration of the normal organization of a private 
company and of a state undertaking will enable us to supply the 
answer. Take first the company. The manager of a private com- 
pany is responsible to a board of directors who represent the share- 
holders, being, indeed, frequently large shareholders themselves. 

4The consequence is that the Prussian state railways, which dominate the 
Oerman system, pay 8 per cent on the actual cash Investment in them. This is 
twice the percentasre of return paid by the railways of the United States on their 
capitallzaUon ; and the investment per mile of the Prussian government In its 
railways is twice as erreat as the capitallzaUon of the railways of the United 
States. There is nothing: in the exi>erience of Germany to erive encouragement to 
those shippers who advocate government ownership on the theory that the 
adoption of this policy would lead to a reduction in the rates they have to pay. 
The average rate per ton per mile in the United States in the year ending June 
30, 1909, was 7.63 mills. The average rates per ton per mile in some of the 
European countries where the railways are owned and operated by the state are 
as follows: Switzerland, 17.4 mills; Belgium, 16.8 mills; Hungary, 14.2 mills; 
Austria, 14.3 mills, and Germany, 14.1 mills. 
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Their interest is — indeed, it is a common reproach made against 
them — the dividend and nothing but the dividend. We may as- 
sume that, being ordinary human beings and disliking unnecessary 
friction, they will sympathize with Turgot's theory that in levying 
contributions it is desirable to pluck the maximum of feathers 
from the goose with the minimum of squawking. In other 
words, their natural tendency will be to support their manager 
in refusing to shear any individual lamb too close and in get- 
ting as much wool as possible from the lamb that can afford to 
Jose it without making it suffer so much that its bleatings will be 
audible. In the essential positions of manager, directors and share- 
holders alike there is nothing to induce them unduly to prefer 
one locality to another, or one trade to another. In the interest 
of their own undertaking they will not kill a single goose that is 
either laying golden eggs at the moment, or is likely to begin to 
lay such eggs in the future. Indeed, if they are intelligent, they will 
desire to multiply to the utmost possible extent the breed of golden- 
c&&"^^y^& geese. The individual trader at A will naturally object 
strongly to any adjustment of rates that may enable traders at B 
or at C to compete in a market where he has a monopoly. But the 
natural instinct of directors and shareholders will be to support 
their manager in over-riding this objection, an objection which it 
is commonly considered ought not in the public interest to prevail. 

"So much for commercial management. Now let us see how 
far impartiality is likely to be secured under a State railway sys- 
tem. At the head of the State railway system there must be in 
some shape or other a manager responsible to parliament. In other 
words, a person who is first and foremost a politician, and only 
in the second place a railway man. Is it reasonable to expect im- 
partiality from a manager of railways with a seat in parliament, a 
member of a government whose life may come to a sudden end 
any day unless some important town, or some important trade 
can be, in American phrase, 'placated' ?"• 

*The effect Uiat poliUcal and sectional Influences have on rate making by 
public authorities is shown by Professor Hugo R Meyer in his book, "Govern- 
ment Regulation of Railway Rates." Professor Meyer says that these influenoes 
cause rates to be adjusted in a way that is economically injurious, and that the 
German government has had to spend millions on the development of inland 
waterways, on which rates are made strictly on the principle of "Vhat the 
traffic will bear," in order to repair the damage being done to the Industry of 
the country by the methods followed in making rates on the government railways. 

Elmer Roberts, in an article on "German Railway PoUcy" in a recent Issue 
of Bcribner's, said : 

"German railways, state and privately owned, yet under national super- 
vision, give discriminating rates, grant rebates, treat localities and IndlvidualB 
•zoepiionally, charge all the traffic will bear under one set of conditions and 
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The greatest positive danger of government ownership lies in 
politics. There are upwards of 1,700,000 men now employed by 
the railroads of the United States earning over a billion dollars a 
year in wages, and if the government owned and operated the rail- 
ways they would all become office holders. If we may believe the 
experience of Belgium and Italy, their numbers might be expected 
to increase rather than diminish under government management. It 
is not difficult to imagine what the result would be in practical 
politics, what pressure there would be upon a party in power for 
the existing jobs, and for the creation of new ones, a pressure which 
no civil service could altogether resist.* A well-organized political 

extraordinarily low rates for other circumBtances, employing all the devices con- 
demned and passionately opposed in America, and exercise all the powers of 
absolute monopoly." 

He adds that these things are all done in Germany according to principles 
of equity. That is what the traffic managers of the rallwasrs of the United 
States have said regarding practices which have been condemned by public 
regulating authorities, who have then proceeded at once to establish other 
discriminations which they regarded as based on principles of equity. What are 
considered principles of equity depends very largely on the point of view. 

«Mr. Edwin A. Pratt, in his book entitled "State Railways,*' relates many 
Incidents that have happened under government management which indicate what 
might take place in the United States imder that policy. For example, after 
describing the demoralization of operation on the state railways of Italy after the 
government took them over he says: 

"The fundamental reason for the reign of confusion thus brought about Is 
to be found in the combined influences, the one upon the other, of the railways 
and politics. Under state operation the exercise of strict discipline over railway 
servants who are mostly electors, and whose votes are a consideration to be 
reckoned with by the government of the day, has practically disappeared. It is 
the railway servants who intimidate the minister of railways, rather than the 
minister of railways who controls the railway servants. 

"In proof of this fact I might allude to the serious railway strikes which 
occurred in northern Italy at the time the government were proposing to operate 
the railways themselvea The general manager of the company concerned prose- 
cuted some of the ringleaders; but the government — ^in order to keep on good 
terms with the railway men — forced him not only to take these ringleaders back, 
but even to pay them their wages for the time they had spent in prison, though 
be would not agree to the latter step until the government themselves found the 
money. For the foolish concessions thus made by the government, for purely 

Klitical reasons, they have had to pay by submitting. In turn, and as they mii^t 
ve expected, to the coercion of the men. 
"In the height of the present confusion on the lines the minister of the pub- 
lic works, who is also minister of railways, invited the former traffic manager of 
the 'MeridionaW railways, then district manager of the Milan section of the state 
lines, to come to Rome and consult with him as to the best remedy to adopt for 
overcoming the trouble. The officer in question is one of the ablest and most 
experienced railway men in Italy. Requested to take over, with all possible 
despatch, the post of traffic manager of the entire state system, he agreed so to 
do, disposed of his house in Milan, and made the necessary arrangements for re- 
moving to Rome. But when the railway servants heard of what had been done 
they sent a deputation to the minister to say that if the appointment were 
persisted in they would all come out on strike. Their objection was, apparently, 
founded on the fact that the officer was known to be a strict disciplinarian. The 
minister gave way, cancelled the appointment, and left the officer to go back to 
Milan and find there another house in place of the one of which he had disposed. 
"The example of surrender thus set by the responsible minister has been 
followed by the heads of departments, so that in the words of one authority on 
the subject 'They are afraid of ordering the railway men about, and the men 
work as they please. Never.* added my authority, "has more convincing proof 
been given of the absolute necessity for the disfranchisement of any large body 
of workers when the undertaking on which they are employed is taken over 
by the state. In Italy, at least though the minister may become a subject of 
ridicule, he is afraid to risk any prejudice to the political situation, and so he 
gives way to the coercion brought to bear against him by the very men he is 
supposed to direct' " 
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machine would undoubtedly seek to control through patronage all 
railway votes for the party in power, and what this could be made 
to mean is evident from the mere fact that at the time of the elec- 
tion of 1908 there were over 200,000 more voters in the railway 
service than the sum of Mr. Taft's popular plurality. 

The result of the election in the pivotal State of New York has 
more than once determined a presidential succession by a small plu- 
rality. If the men in railway service in New York could be voted 
as a unit, as most holders of office under the Federal government 
are now customarily voted, it could not be doubtful how the State 
would go. Is not this suggestion fraught with real danger to our 
political institutions?^ 

On the other hand we may consider the compensation which 
the labor unions might expect for political support. Under the 
existing regime they have steadily and successfully accomplished 
advances in wages and modifications of working conditions, which 
are the equivalent of increased expense to the railways. Is it likely 
that they would abate their demands upon government when they 
had the powerful engine of political pressure to supplement their 
present strength? It is not inconceivable that their success might 
make profitable operation by government an impossibility. This 
has been the result in Switzerland. 

Having in mind these considerations let us then imagine a day 
in the Washington office of the Secretary of the new Department of 
Transportation. 

The Secretary has just concluded his first six months of gov- 
ernment management of the railways of the United States, but he 
is not altogether happy in his great office. The statement of the 
results of the six months' operation which lies before him is only 
part of his troubles, but that in itself should be enough. In pur- 
suance of the pledge of his party platform on which a year ago he 
had triumphantly stumped the country, he began his administration 
by reducing rates. Although business has been fairly good, revenues 
have shown decreases from week to week from the very start, 

^The political organization of labor in the Australian commonwealth of 
Victoria had been pursued for some years prior to 1903 and had gone so far that 
the public service was seriously affected. The alms of the so-called "Trades 
Hall," composed of labor unions of various kinds, were avowedly as much 
poliUcal as economic; the railway minister ordered the employes of the state 
railways to sever their connection with it, and the result was a strike of the 
railway employes. The government, after a bitter flght. won a complete victory, 
and then in 1906 passed a law which provided that no person employed In any 
capacity in the public service should either directly or indirectly take any part 
whatsoever in elections or directly or IndirecUy take any part in the political 
affairs of the state of Victoria, otherwise than by recording a vote at par- 
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owing to the reduced rates, and somehow there has not been ac- 
complished that economy which he had proclaimed would come 
from increasing the wages of employes to the point where their 
individual responsibility for results would be awakened and high 
efficiency of labor ensue. This theory had sounded particularly well 
from the political platform and undoubtedly won many votes, but, 
while the Secretary had done his part and had increased wages in 
the amount fixed by a board of arbitration consisting of the heads 
of the various labor organizations, somehow the resulting efficiency 
was not forthcoming and the operating income was steadily less. 
The Secretary sometimes suspected that his managing organization 
was responsible for this, because on his coming into office he had 
reduced the salaries of all the general- managers, in response to con- 
gressional criticism of the payment of higher salaries to railway 
officers than were paid to cabinet officers, and as a result most of 
his competent operating officers had resigned — "to engage in other 
business," the circulars read. The Secretary had heard that this had 
happened in Switzerland also and had never been quite comfortable 
in replacing the general managers, who had been bom and bred on 
the road, by lawyers with political pull who were recommended by 
their Senators. 

So the Secretary had determined on a reaction and had made 
several advances in specific commodity rates. This morning he 
was greeted from the top of his mail by a clipping from a Chicago 
newspaper denouncing this action, vocally accusing him of graft and 
demanding his immediate resignation. This was accompanied by a 
pleasant and clever cartoon depicting the maxim of Philip of 
Macedon that any fortress can be taken which can be reached by 
an ass laden with gold and in this case the fortress was labeled 
with the Secretary's name and its turrets aptly resembled the Sec- 
retary's peculiar ears. 

Further down in the mail was a letter from the Board of 
Trade of Liverpool demanding that export bills of lading issued 
by station agents shall be personally endorsed by the President of 
the United States; a protest from a G. A. R. post against 
the Secretary's new system of scientific divisional organization be- 
cause it was modeled on that of the Confederate army; a resolu- 

llaxnentary elecUons ; and that no person or class of persons so employed should 
directly or indirectly use or attempt to use any influence in respect to any 
matter affectlngr the remuneration or position in the public service of himself or 
any other person. For any violation of these provisions a railway employe or 
other employe In the public service may be deprived of his position. 
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tion of Congress calling for information as to the movement of 
switch engine No. 999 from roundhouse to shop without a "full 
crew/' and the all steel caboose equipped with drinking water as 
required by the act of such a date ; a protest by the Federal water- 
ways commission against reducing rail rates in competition with the 
water rates obtaining on the rivers recently canalized by the gov- 
ernment,' a letter from the Department of the Interior demanding 
the concessions from published freight tariffs, on supplies shipped 
to Indian agents, which that Department was wont to demand of 
the railroads before the government took them over; and finally 
a communication from the Post Office Department advising that as 
the mail was running normally heavy the usual quadrennial weigh- 
ing to determine mail pay would be postponed until the Department 
should determine that it was more to the interest of the Depart- 
ment to have it done. 

Having read these pleasant and encouraging missives, the Secre- 
tary turned to receive his assembled visitors. 

First, there was a delegation from a labor union, accompanied 
by a United States Senator, to demand the removal of the only 
efficient general manager left in the service (who for very love of 
the work had remained despite reduced pay), because he had ven- 
tured to close his shops when his appropriation was exhausted. 
Next was an influential member of Congress from one of the slum 
districts of New York, who had a reputation as an authority on 
political economy and represented the ultimate consumer. He 
wanted to know whether the generally expected deficit in the income 
account of the government operated railways was to be met out of 
general funds of the government and so fall upon the taxpayer at 
large; he argued, and the Secretary could not but recognize the 
force of it, that this was but another form of special privilege simi- 
lar to the protection by customs tariflf which had weighed upon the 
country for so many years and only recently had been removed ; the 
reduction of rates for the benefit of the shipper with the eflfect 
of creating a deficit to be made up by the taxpayer was, he urged, 
worse tyranny than Schedule K itself. 

The Secretary then turned with a heavy heart to delegations 
from the Chambers of Commerce of Boston, Seattle and Atlanta, 

*The French government strictly enforces a rule upon both privately owned 
and state raUways requiring them to make their rates SO per cent higher than tha 
rates of competing waterways, it being considered necessary to maintain this 
differential to keep the railways from attracUng the tralBc from the waterwaya 
The policy of making the railways keep their rates higher than those of compet- 
ing waterways also obtains in Germany, Belglimi and other European countries. 
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who came to enquire whether the Secretary did in fact contemplate, 
as had been announced in the press, the introduction of the zone 
system of rates which is in force in Germany, for if so they all 
wanted to protest (on different specifications it is true) against 
wiping out the existing systems of rates, based, it was admitted, on 
apparent discrimination between localities, but they urged that they 
had done business on those rates for a generation and surely the 
Secretary did not wish to bring on an already nascent panic by 
throwing all established business into chaos*; the Secretary was 
too practical a patriot to do that. 

The Secretary sighed, and, with pure intellectual relief, greeted 
a group of new and ambitious congressmen who wanted information 
on which to formulate the annual "pork barrel" bill for new con- 
struction of unprofitable branch lines to all county seats. At least 
the Secretary could sympathize with that; it was practical politics. 

Last came the bureaucratic purchasing agent, and, with a com- 
placent smile, reported that he had requisitions for one dozen 
fountain pens and can save three cents apiece on their cost if auth- 
orized to purchase a five years' supply. This was the last straw, 
the Secretary exploded, rehearsed the experience of Moses with the 
green spectacles in the Vicar of Wakefield, and went home to lunch. 

The proposal that the government shall acquire and operate 
the railways is essentially an economic, a business question, but it 
must be decided in political debate. One is nevertheless encour- 
aged to believe that the American people will, when called upon 
to do so, decide it right, because the most important and the most 
difficult economic question of this generation, that of the gold and 
silver standards, was determined correctly by popular vote in a 
fierce political campaign. That was a supreme evidence of one of 
the qualities of our civilization which a stranger cannot always 
understand. We live in an age when everything "progressive" 
seems to be considered sacrosanct, when the American people seem 

*One of the immediate risks of government ownership, and indeed of any 
form of grovemment rate-making as well, is the mere substltuUon of a new basis 
of discrimination as between localities for that found to exist In Germany this 
dilemma drove the government rate- maker, in the beginning, to an auto- 
matic distance tariff. 

Herr von Miquel, the Minister of Finance, stated in the Prussian Diet in 1894 
"that it would prove impossible to retain the state ownership of the railways in 
Prussia unless it should be practicable to make rates in accordance with hard 
and fast rulea" * * * "It would be impossible,*' he said, "to make rates for 
parUcular occasions to meet the needs of those occasions : for rates made in that 
manner were arbitrary, and exposed the government to the suspicion and to the 
open charge of favoring one district or trade and handicapping another." It is 
an interesUng fact that« as pointed out in a previous note, the German govern- 
ment has not been able to maintain this hard and fast rule, however com- 
fortable it may be for the bureaucrat 
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to want to change institutions for the mere sake of change, yet in 
the last analysis sober judgment usually prevails. It is confidently 
expected that no such violent economic revolution as the taking 
over of the operation of the railways by the Federal government 
will ever get beyond the realm of debate; but perhaps even to de- 
bate it brings us within the shrewd comment of an intelligent ob- 
server in a recent English review: 

"A passion for reform has seized the American people (says 
Mr. A. Maurice Low), and not to take part in the work of reform 
burdens their conscience. Not to hear the still small voice of re- 
form is to be guilty of mortal civic sin. * * * * 

"The historian of the next century will wonder what it was 
all about. The historian of the present century is equally puzzled 
to find the logical explanation. The historian that is to come will 
learnedly prove that the American people in the beginning of the 
twentieth century were suffering under an intolerable burden, that, 
sunk in sloth, they had permitted themselves to be robbed of their 
rights and at last rose in rebellion and were fired with a mission 
of reform. The perspective of a hundred years may enable a 
more correct view to be obtained of social conditions than we can 
get today living in the midst of them, but the raison d'etre for this 
hysterical wave of reform that is engulfing a sober and intelligent 
people defies discovery. The Americans were never so well off as 
they are today, their future never appeared so bright, and yet they 
are discontented, frightened of themselves, fearful of what fate has 
in store for them." 
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EFFICIENT PUBLIC SERVICE OF THE 

RAILWATS 

By Julius Kruttschnitt, Director of Maintenance and Operation 

Union Pacific System. 

Abstract of an Address Delivered Before The Graduate School 
of Business Administration, Harvard University, 
Cambridge, Mass., April 26, 1911. 

A railway is a machine designed to manufacture freight and 
passenger transportation; it makes ton miles and passenger miles. 
How this machine does its work is a matter of great interest and 
great importance to the public, for the railway derives its franchise 
from and renders its service to the public. The unit of freight 
service is one ton hauled one mile; of passenger service, one pas- 
senger hauled one mile. Tlie people are concerned in the quantity 
and quality of the ton and passenger miles that the machine pro- 
duces ; in the cost incurred in their production, and in the prices — or 
rates — charged for them. They are concerned in the punctuality 
and safety of the transportation the railway furnishes, and, indeed, 
in all those characteristics of its management and operation, which, 
taken together, make for efficiency or inefficiency. 

The efficiency with which any one of our railways is, or all of 
them considered as a single system, are managed, must be gauged 
by the results produced by the machine as a whole. Criticism has 
sometimes been made that parts of it are not efficiently operated. 
No railway man will deny that some parts of the transportation 
plant arc not worked to their maximum possible capacity. 

It can be shown, for example, that the average tractive power 
of locomotives, and capacity of freight cars, have increased faster 
than the amount of traffic which, on the average, is hauled per loco- 
motive and per car. It can be shown that the amount of mail han- 
dled per postal car is much less than the average amount which 
each car is capable of transporting. It can be shown that the 
average number of passengers hauled per train is much less than 
the average passenger train can easily accommodate. But while it 
may easily be demonstrated that the maximum possible efficiency 
with which diflfercnt parts of the railway j^ant might be operated 
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under ideal conditions is not attained, it would be much harder to 
show that the maximum efficiency practicable under the conditions 
which actually exist, and with which the railway managers have to 
deal, is not approached. The railway manager has not, never has 
had, and never can have, the same degree of control over the oper- 
ations of his plant and of each part of it that the manager of a 
mercantile or a manufacturing concern may exercise. Shippers de- 
mand, and properly, that freight shall be transported with regularity 
and expedition ; and speedy and regular transportation are important 
elements in efficiency of operation. But it is often not practicable 
to move freight with the maximum speed and regularity and at 
the same time hold cars and engines at terminals until the maximum 
car load and the maximum train load have been obtained. It would 
be easily possible for the railways to haul a much larger average 
load of mail per mail car ; but under regulations of the postal depart- 
ment postal cars are limited to a carrying capacity of only about 
three tons, whereas express cars can easily be loaded to the roof 
with twenty to thirty tons of express. Again, in the passenger 
service the reason why the railways on the average haul only fifty- 
four passengers per train when the average train has a capacity of 
at least one hundred and fifty passengers is that the public demands, 
and properly, that it be given frequent and regular service, and fre- 
quent and regular service is incompatible with the maximum load- 
ing of trains. 

The facts which I have just cited illustrate one point which has 
been quite generally overlooked in discussions of railway efficiency. 
This is, that efficiency from the standpoint of the railway manager 
often is not the same thing as efficiency from the standpoint of the 
public. Efficiency from the standpoint of the railway may consist 
in loading cars and trains to their capacity and moving only the 
minimum number of cars and trains necessary to handle the business. 
Efficiency from the manager's standpoint may involve a relatively 
slow movement of trains, because the faster engines are driven the 
greater the amount of fuel they consume and the smaller the load 
they can pull, the result being that the cost of running the train is 
increased while the revenue derived from running it is reduced. On 
the other hand, as I have said, speedy, frequent and regular service 
is a very important factor in efficiency from the standpoint of the 
public. Now, when the public insists on a kind of transportation 
which is incompatible with the most economical operation, no one 
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can justiy criticise the railway managers for complying with the 
public's demands, and for that reason failing to operate the prop- 
erties with the maximum possible economy. If the railway man- 
agers operate the properties, not with the maximimi economy that 
might be possible under certain conceivable conditions, but with the 
maximum economy that is practicable under the actual conditions 
with which they have to deal, they do all that they reasonably can be 
asked to do. I think that the railway managers of the United 
States are approximately much closer to the maximum practicable 
efficiency and economy of operation than most people believe. 

The gentlemen whom I have the honor of addressing tonight will 
soon be actively participating in the affairs of this country; many 
may become interested in railways and many may be occupying 
seats in state and national legislative bodies, on municipal, federal 
and state commissions, or even much higher offices, regulating the 
railways that their comrades have bought. It is important that 
such men should be properly informed regarding important ques- 
tions affecting so great an industry as that of transportation. It 
shall be my endeavor, therefore, to demonstrate to you that the 
popular clamor about inefficiency in the management of our rail- 
ways is unjustified; and by doing so to try to show you why you 
should bring the light of reason to bear on all questions pertaining 
to railways that may be presented to you in future, resisting temp- 
tation to tinker with or attempt to repair a piece of machinery until 
it is thoroughly understood, heeding the wise injunction that I re- 
member, as a child, to have seen prominently displayed on French 
mechanical toys: 

"Quoi qu'elle soit tr& solidement montee il ne f aut pas brutaliser 
la machine." 

There are three ways by which we may measure the present 
efficiency of our railways. One is to compare their operations with 
those of foreign railways. Another is to compare their present with 
their own past operations. Another is to compare their operations 
with those of concerns in other lines of industry. I shall use all of 
these methods. 

EFFICIENCY OF CAPITAL INVESTED IN AMERICAN AND IN FOREIGN 

RAILWAYS. 

I have chosen for comparison with the railways of the United 
States those of the United Kingdom, Germany, France and Switzer- 
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land. The raUways of two of these countries, Germany and Swit- 
zerland, are in the main owned and operated by the governments; 
and those of the United Kingdom, which are privately owned, and 
of France, most of which are privately owned, would naturally be 
included in any comparison. One of the best tests of the efficiency 
with which any business is managed is the ratio between the capital 
invested in it and the results obtained with that capital. The 
capitalization per mile of the railways of the United Kingdom, 
Germany, France, Switzerland and the United States, and the rela- 
tion between their capitalization and the results of their operation 
are shown in Table I, and, graphically, in Chart A. 

The capitalization per mile of the American roads, you will ob- 
serve, is very much smaller than that of the roads in any of the other 
countries. This is very largely due to the conservative policy that 
has been followed by our railways of paying for many improve- 
ments, such as renewals with heavier rails and fastenings, larger 

TABLE 1.— CAPITAUZATION AND RESULTS OF OPERATION. 

United United Switzer- 

States. Einffdom. Germany. France. land. 

1909. 1908. 1908. 1907. 1907. 

1. CapitaHzation per mile of 

road I 69,259 1 275,040 | 109,788 $189,287 $110,740 

2. Units of freiflTht and pas- 

senfirer service per dollar 

of capital 18.07 4.04 12.48 8.81 8.18 

8. Relative service per dol- 
lar of capital 447 100 808 168 201 

4. Net operatinfiT revenue 

per mile of road $8,605 $9,127 $4,818 $6,841 $4,878 

6. Ton miles freiffht per 

mile of road 953.988 629.822 827.400 498.989 442.018 

8. Ton miles freight per 

dollar net revenue 272 68 172 88 95 

7. Passengers one mile per 

mile of road 127.299 680.044 640,045 880,865 458.864 

8. Passenflrer and freight 

units service per mile of 

road 1,081,286 1.109.668 1.867,445 877,294 898,888 

9. Units of passenflrer and 

freight service per dol- 
lar net revenue 808 122 284 158 192 

10. Averaflre eaminsrs per 

passenflrer mile, cents. . . 1.928 1.642 0.98 1.64 1.80 

11. Average earnings per ton 

mile, cents 788 2.888 1.42 1.48 1.74 

Authorities: I. C. Statistics of Rys. of U. S., 1909; Report of British 
Board of Trade, 1908; Statistik der im Betriebe beflndlichen Elsenbahnen 
Deutsohlands, 1908; Statistical Abstract for Foreign Countries, Issued by 
British Govt., March, 1910; Statistiques des Chemins de fer Suisses, 1907. 
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cross ties, etc., out of earnings and charging them to operating ex- 
penses instead of to capital account. 

The very large capitalization per mile of the British roads is to a 
great extent a result of following the opposite policy — ^that of charg- 
ing all additions and improvements, no matter how small, to capital. 
The effect of this policy has been to embarrass the English railways 
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seriously, and even to raise grave fears as to their continued 
solvency. 

As I have already said, the units of service rendered by the rail- 
way to the public are one ton hauled one mile and one passenger 
hauled one mile. It is for rendering these services that the public 
creates and pays the railway. Every dollar of capital which the 
owners of the railways of the United States have invested renders 
four and a half times the service that the same dollar renders in 
the United Kingdom; one and a half times as much as in Ger- 
many ; three times as much as in France, and two and a fourth times 
as much as in Switzerland. 

It will be noted that the net operating revenues per mile of road 
— that is, the net earnings or annual rental paid by the public for 
the hire of capital — in the railways of the United States are smaller 
than those of any of the other railways with which comparison is 
made. For every dollar of net earnings the railways of the United 
States rendered two and a half times as much service to the public 
as did the railways of the United Kingdom, and twice as much as 
did the railways of France. The Swiss and German railroads are 
owned and operated by the governments; and yet for every dollar 
of net earnings the railways of the United States rendered from 
one and a fourth to one and a half times as much service to the 
public as did the railways of Switzerland and Germany. And they 
did so while charging the lowest average freight rates in the world. 
In other words, the owners of the railways of the United States 
received less profit in proportion to the amount of service that they 
rendered to their patrons than did the owners of any of the other 
railways ; and the amounts that they charged shippers for rendering 
these services were smaller than the amounts charged the shippers 
by the railways of any of the other countries. 

Let me try to indicate the results by another comparison. For 
the net amount earned on each dollar of capital the railways of the 
United States moved a passenger and about five and a half tons of 
freight one mile; those in the United Kingdom, a passenger and 
only .85 of a ton of freight, and those in Germany, a passenger and 
three tons of freight. 

Because the owners of our roads received less in proportion to 
the services rendered by them than did the owners of any of the 
other railways, they might very well pronounce the management of 
their properties comparatively inefficient, but the users — the public 
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— that received more services in proportion to what they paid than 
did the users of any of the foreign railways, have every reason to 
consider the management highly efficient. 

INCREASE OF EFFICIENCY OF UNITED STATES RAILWAYS IN TWENTY 

YEARS. 

Let us now turn from the comparison of the efficiency of our 
own with foreign railways to a comparison of the present with the 
past efficiency of our railways. Table 2 and Chart B show the in- 
creases from 1889 to 1899, and then to 1909, in the capitalization of 
our railways, in taxes paid by them, in their sidings and additional 
main tracks, and in locomotives, passenger and freight cars, and 
also the increase between these years in the public service rendered 
per dollar of capital and per dollar of earnings over expenses. 

It is a very remarkable fact that the increase in capitalization in 
twenty years was only $11,200 per mile, or 23 per cent. The cost 
of additional side tracks and equipment would easily cover $7,000 
per mile of this increase. This leaves but $4,200 to represent the 
very large sums spent principally in the last ten or twelve years in 
the practical reconstruction of many important railways, which 
involved extensive reductions of grades and rectifications of curves ; 
the building of additional expensive stations and terminals; the 
ballasting and tie-plating of tracks ; the laying of heavier rails and 
ties; the construction of heavier bridges; the installation of inter- 
locking and signalling systems; the replacement of perishable 
wooden by permanent structures using cement, masonry and steel; 
and the accomplishment of numerous other betterments. These 
improvements represent an average expenditure of very much more 
than $4,200 per mile; and that the increase in capitalization has been 
so small has been due to the fact that, as previously stated, much of 
the expenditure for them has been out of earnings and has not been 
capitalized. It is not represented by securities at all ; but it is very 
dearly reflected in the more substantial character of the property 
and in a very large increase in its value. 

The American practice of investing large amounts of earnings in 
improvements, together with the rapid rise in property values caused 
by the development of our country, has made the actual physical 
value of our railways much larger at the present time than their 
capitalization, regardless of "stock watering" that may have been 
ddne in thfc p^3t. In several in^ttocfes, nofebly in the states of 
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Minnesota and Washington, valuations of railroad properties made 
by public commissions have exceeded the total capitalizations of the 
roads included. The boards of assessors in many states have made 
official records of their opinions that the increase in the value of the 
railways of the United States during the last two decades has been 
greater than the increase in their capitalization. The capitalization 
per mile increased from $48,028 in 1889 to $69,259 in 1909, or 23 per 
cent. Meantime the taxes which the railways were obliged to pay 
increased from $179 to $401 per mile of road, two and a quarter 
times as much, or 124 per cent. Assume, for the purpose of this 
discussion, that one-third of the capital of $48,000 in 1889 was ficti- 
tious or "water," the real value was only $32,000 per mile. An in- 
crease of 124 per cent in that amount makes $72,000 per mile, 
which we may take as the estimate of the public through its taxing 
authorities of the present value of our railways, as compared with 
their actual capitalization of only $59,259 per mile. 

While capitalization per mile has increased only 23 per cent and 
taxes per mile have increased 124 per cent, the intensive develop- 
ment of the properties has been so carried forward that the increase 
in the mileage of additional main and side tracks has been 66 per 
cent, the increase in the number of locomotives 28 per cent, in pas- 
senger cars 16 per cent, and in freight cars 58 per cent This takes 
no account of the great enlargement of the capacity of equipment, 
which was proportionately in excess of the increase in its amount. 
In consequence of the improvements indicated by these figures the 



TABLB J.— COBn>ARATIVB CAPITALIZATION AND SBRVICB RENDERED 
THE PUBLIC, OF RAILWAYS OP UNITED STATES, TEARS 

1889, 1899 AND 1909. 

Totals or Averages. Relative. 

1909 1899 1889 1909 1899 1889 

1. Railway capital per mile of road.. $59,269 $61,764 $48,028 128 108 100 

2. Railway Uxes per mile of road... $401 $246 $179 224 187 100 
Certain facilities per 100 miles of 

road: 

8. AddlUonal main track and sidinffs 46.48 88.32 27.87 166 122 100 

4. Locomotives 24.80 19.89 18.98 128 102 100 

6. Passenger cars 19.86 17.88 16.78 116 107 100 

«. Freight cars 880.87 684.39 666.79 168 128 100 

7. Operatinir expenses and taxes 

per $1,000 of oaplUlization $128.25 $104.60 $91.26 136 116 100 

8. Public service rendered (ton and 

passeniTsr miles): 
A— Per $1.00 of capiUllzatlon 18.07 14.25 10.89 166 181 100 

B — ^Per $1.00 of earnings over ex- 
Pijnses and taxes 848 387 274 127 128 100 
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railways were enabled to so increase their efficiency that at the end 
of the twenty years period they rendered 66 per cent more public 
service for each dollar of their capitalization than they did at its 
beginning. In spite of a 35 per cent increase in operating expenses 
and taxes per dollar of capital, they rendered, in 1909, 27 per cent 
more service per dollar of earnings over operating expenses than 
they did in 1889. 
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COMPARISON OF THE EFFICIENCY OF THE MANUFACTURERS OF TRANS- 
PORTATION WITH THAT OF MANUFACTURERS IN GENERAL. 

As already indicated, a railroad is a manufacturing plant de- 
signed to produce transportation units; that is, ton and passenger 
miles. These are the commodities the sale of which produces the 
railroad's revenue. A comparison of the results obtained in the 
manufacture of transportation and in the manufacture of commodi- 
ties in general may, therefore, throw light on the relative efficiency 
with which these two branches of industry are managed. 

The statistics available regarding the results of the operation of 
manufacturers in general are much less complete and accurate than 
are the statistics of the Interstate Commerce Commission regarding 
the operations of railways. Therefore, no exact statistical compari- 
son between manufacturing and transportation can be made. But 
the statistics that are available render it possible to make a compari- 
son which, while having no claim to extreme accuracy, will at least 
enable us to form a reliable general idea of the relative efficiency 
with which these two branches of industry are conducted. 

The accompanying statistical tables, headed "Manufactures" 
and "Railroads," have been compiled from the reports of the Inter- 
state Commerce Commission, and the special Census of Manufac- 
tures made by the government in 1905. 



MANUFACTURES. 

1906. 1900. or Deo. 

Capital |18,87f ,085,371 $9,817,484,799 +41.8 

of Inc. 
Per cent 

Number waere earners 6,718.618 5,705,166 +17.8 

Net returns for products $2,093,898,976 $1,906,186,604 + 9.9 

Amount capital per worker $2,084 $1,784 +20.9 

Amount net eamlners per worker $ 812 $ 843 — 9.0 

Average wagres per worker $ 639 $ 477 +13.0 

Total wasres per $1.00 of net eaminffs.. $1,730 $1,480 +21.0 

Net returns for each $100.00 of capital. $16.10 $19.40 —22.2 

RAILROADS. 

CaplUl $18,806,268,121 $11,491,084,960 +20.1 

Number wage earners 1,882,196 1.017.668 +86.8 

Net earnings $616,841,667 $471,861,086 +80.6 

Amount capital per worker $9,988 $11,111 —^0.1 

Amount net eaminffs per worker $ 447 $ 466 — 8.9 

Average wages per worker $ 607 I 567 + 7.1 

Total wages per $1.00 of net earnings. . $1,862 I 1.228 +11.8 

Net returns for each $100.00 of capital | 4.40 I 4.10 + 7.8 
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It will be seen that the capitalization of the railways was substan- 
tiantially larger in 1900 than that of manufacturing concerns, while 
in 1905 it was about the same. The figure for railway capitalization 
which I have used here is for gross capitalization and not for net 
capitalization, the latter of which is arrived at by excluding from 
consideration that portion of the securities which is owned by rail- 
way corporations themselves. In the previous table I used net cap- 
italization per mile, but in this case it is necessary, for reasons which 
need not be stated, to use the gross capitalization in order to make 
the comparison with manufactories complete. It will be seen that 
the return on capital invested in manufactories was 19.4 per cent in 
1900, while the return on railway capital was 4.10 per cent in 1900, 
and 4.40 in 1905. While the return on railway capital was so much 
smaller, the figures indicate that the railways are much more 
economically and efHciently managed than the manufactories. 
In 1905 railways paid 13 per cent higher wages to employes than 
manufacturers paid, and to work an equal capital they employed 
79 per cent less employes. The labor of each employe utilized 379 
per cent more capital, and each railway employe produced 43 per 
cent more net earnings for his employer. The final test and out- 
come of the relative efficiency are found in the fact that it cost the 
railroads only $1.36 in wages to earn each $1.00 of net earnings, 
while it cost the manufacturers $1.73 to produce each $1.00 of net 
earnings, or 27 per cent more. 

ACCIDENT RECORD OF MANUFACTORIES OF TRANSPORTATION. 

One thing which not a few persons consider strong evidence 
that our railways are inefficiently managed is their accident record. 
It is true that casualties to persons are more numerous on American 
than on European railways, but there are reasons for this which 
those who criticise our railways are apt to overlook. In his book 
entitled "Safety of British Railways," Mr. H. Rayner Wilson, a 
good authority, has expressed the opinion that the real reason for 
the bad accident record on the railways of the United States is the 
inherent love of Americans for taking chances and their little re- 
spect for discipline or rule. Mr. W. M. Acworth, a high authority, 
in speaking of the British railway employe, says he is more amen- 
able to discipline than the shifting and often even foreign force 
employed on our railways. On the average, fully 50 per cent of 
those killed in railway accidents in the United States are trespassers 
on the railway's property. Trespassing is prevented in European 
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countries by strict laws strictly enforced. The large number of 
trespassers killed in this country is evidence, not of the inefficiency 
of the railways, but of the inefficiency of government. Further- 
more, because of the greater density of population, and therefore of 
traffic, the railways of the leading countries of Europe have a 
much larger amount of double track than those of United States, 
which greatly reduces the danger of collision. If laws against tres- 
passing were enforced here as they are abroad, and the railways of 
the United States had as large net earnings per mile as those of 
Europe, travel could and would be made much safer here than at 
present As I have already shown you, however, the net earnings 
of the railways of the United States per mile are only $3,505, while 
those of the German roads are $4,816, and those of the British 
roads, $9,127. 

However, contrary to general belief, great progress has been 
made by the American roads within the last two decades in making 
transportation safer, and this has been done notwithstanding the 
number and speed of fast passenger trains, to which most of the 
fatal accidents are attributable, have been increased; that the den- 
sity of traffic has been largely augmented ; and that the rapid growth 
of business has made necessary the employment of numerous in- 
experienced men and the promotion to responsible positions in train 
service of others with less experience than would ordinarily be put 
in such service. 

Owing to acts of Congress requiring reports of individual cas- 
ualties, the statistics of the Interstate Commerce Commission re- 
garding them are, for recent years, extremely complete. They were 
much less complete in earlier years, as then the carriers had to 
make only annual reports ; and there is no question that many minor 
injuries now reported uftder the head of "persons injured" escaped 
notice and were not included in the earlier reports. The ratio of 
injuries to fatalities reported in 1889 was 4.5 ; in 1899, 6.2 ; and in 
1909, nearly 11. It is fair tq assume that the ratio between injuries 
and fatalities remains reasonably constant; and the fact that the 
ratio between those reported have not remained constant, justifies 
the belief that in the earlier years a smaller proportion of injuries 
was reported than is now the case. I believe, therefore, that the only 
way to arrive at a correct conclusion as to the relative safety of 
travel at present and in past years, is to ignore the statistics as to 
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injuries and to make comparisons only between the numbers of 
fatalities, every one of which necessarily has been reported. 

Table 3 and Chart D show that both travel and employment 
on the railways of the United States are much safer than is popu- 
larly supposed. The statistics indicating the ratio of passengers 

TABUB S.— FATALITIES ON RAILROADS OF UNITED STATES, TEARS 

ENDING JUNE 30* 1889, 1899 AND 1909. 

Averaffes. Relative. 
1909 1899 1889 1909 1899 1889 
PasMOirers KlUed: 
Due to oolUslon or derail- 
ment 86 82 185 84 61 109 

At stations, crosslnsrs and 

other causes 168 157 175 93 90 109 

Total 249 239 310 80 77 100 

Passensrers carried one mile 

(thousands) 29,109.322 14.591.827 11.553.820 252 126 100 

Passenirers Killed per 100,000.- 
000 Passenirer Miles: 
By collision or derailment.. 0.30 0.56 1.17 26 48 100 

By other causes 0.56 1.08 1.51 37 71 100 

ToUl 0.86 1.64 2.68 32 61 100 

Employes Killed: 

Due to collision or derail- 
ment 460 334 292 167 114 100 

At Stations, yards and other 

causes 1,890 1,876 1,680 112 112 100 

ToUl 2,358 2,210 1.972 120 112 100 

Number of employes 1,502,823 928.924 704.743 213 182 100 

Employes Killed per 1,000 
Employes: 

By collision or derailment.. 0.31 0.36 0.41 76 88 100 

By other causes 1.26 2.02 2.89 58 85 100 

Total 1.57 2^88 2.80 56 85 100 

Trespassers and Others Killed : 

Due to collision or derail- 
ment 76 63 66 lis 96 100 

Struck by trains and other 
causes 5,737 4.611 3.475 166 133 100 

ToUl 6.818 4,674 3,541 164 132 100 

Total train mileaffe (thou- 
sands) 1.112.452 862,258 660,441 168 181 100 

Trespassers killed per 1,- 

000,000 train miles 5.23 5.42 5.36 98 101 100 

Total deaths incident to 
train movement 8.420 7.123 5.823 145 122 100 

Deaths not incident to train 
movement 302 Not Reported 

ToUl shown by I. C. C. re- 
ports ......•• 8.722 7,128 5.823 ... ... •.• 
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for 1909: 

JumplniT on or off trains, loco- 
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Fallinir from trains, locomo- 
tives or <3ars 
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Struck by trains at other points 
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The employes killed due to other 
causes are as follows: 
CouplinfiT or uncoupUnir cars. . . . 156 
PartiniT of trains or equipment 

breaking down 21 

Fallinir from trains, locomotives 

or cars 847 

Jumpinir on or off trains 182 

Struck by trains 988 

Overhead obstructions 62 

Miscellaneous causes 269 
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killed to passengers hauled one mile demonstrate that on the aver- 
age in 1909 a passenger could travel 4,000 times the distance around 
the earth without being killed ; or, to state the matter another way, 
he could ride at the rate of 60 miles an hour for 220 years without 
having a fatal accident. Similarly the figures giving the ratio of 
the number of employes in service to the number killed show that 
on the average an employe could work for 637 years before being 
killed. 

As we must all rely on the statistical reports of the Interstate 
Commerce Commission for our information about the results of 
operation of the railways as a whole, I wish to call attention to the 
fact that the comparative summary of railway accidents on page 86 
of the Commission's statistics for 1909 is misleading. It is apt to 
cause the conclusion not only that a great number of persons are 
hurt on railways, but that there has been a large increase in the 
number. The number of casualties in 1899 is given as 6,282, and 
in 1909 as 8,722, an increase of 3,440. But a reference to the re- 
port for 1899 will show that in that year no casualties due to such 
causes as handling freight at stations, accidents in shops, etc., were 
included. These figures are included in the report for 1909, which 
accounts for 302 of the increase in deaths. Again, 2,318 of the in- 
crease in deaths were those of trespassers and other persons, leav- 
ing a net increase of only 820 in passengers and employes killed, 
or 36 per cent Meantime there was an increase of 113 per cent in 
the number of employes and of 152 per cent in the volume of pas- 
senger traffic, which shows conclusively that proportionately there 
was a reduction and not an increase in accidents. 

All the dark holes and comers of railroad operation have been ex- 
plored ; the life of timber in cross ties and trestles has been increased 
from two to four fold ; equipment has been improved in design and 
wonderfully increased in capacity; new locomotive designs to burn 
the lowest grades of cheap fuels have been perfected ; hot boxes, so 
annoying and productive of delays in past years, have been reduced 
so that they are practically a thing of the past; the wasteful haul 
of empty cars has been largely reduced by pooling freight equip- 
ment. I might continue this detail almost indefinitely, but I do 
not wish to weary you. 

Do you fully appreciate what the present average rates of 1.92 
cents per passenger and 0.76 cents per ton mile mean? The former 
is a Uftle less than the value of a iwo-cent postaige stamp, yet for 
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the value of this small stamp the railroad transports a passenger 
and his luggage one mile, and in addition 3,600 pounds of vehicle 
to seat him, 650 pounds of vehicle for his luggage and 2,000 pounds 
of sleeping, dining and parlor equipment for increasing his comfort 
For the same tiny stamp the railroad carries 2^ tons of freight 
one mile and provides and hauls on its passenger trains for the 
Post Office Department the equivalent of a fully equipped post office 
on wheels weighing 45 to 50 tons, a distance of about three-quarters 
of a mile. 

Multiplying the saving in rate for each year by the passenger 
and and ton mileage, and adding the products, shows that in the 
fifteen years $7,144,343,000 were saved to the public in transporta- 
tion charges. Some conception of this amount may be formed by 
considering that it means an average saving per day over the entire 
period of a little over thirteen hundred thousand dollars, and that 
for the year 1909 it means a saving to the public of $2,760,000 
every twenty-four hours, and fully justifies G>mmissioner Lane's 
high tribute to the American Railroad for its wonderful efficiency. 
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EFFICIENCY AS THE EMPLOYE SEES IT 

By Warren S. Stone. 

(Grand Chief Brotherhood of Locomotive Engineers. Eleventh 
Annual Meeting, National Civic Federation.) 

I am a graduate of the school of hard knocks — twenty-three 
years of my life have been spent in the cab of a locomotive, and 
I at least think I know whereof I speak. 

The so-called efficiency system which is attracting our atten- 
tion at the present time is nothing new. In some form or other, 
under various guises, and by different names, it has always con- 
fronted the worker through the past centuries. The railroad or- 
ganizations have it under the merit system, and they have it imder 
the so-called bonus system, and every labor organization has it to 
contend with in some form or other. 

For fear you may think the other speakers have the word ef- 
ficiency copyrighted, I desire to inform you that the Brotherhood 
of Locomotive Engineers has always stood for efficiency and al- 
ways expects to. The record of the organization throughout the 
forty-seven years of its existence proves that, and this statement 
will be corroborated by any railroad management. The Brother- 
hood of Locomotive Engineers is opposed bitterly to the so-called 
bonus system, and stands ready to fight it at any time at any stage 
of the game. But you say, "Oh, well ! this is simply a fight between 
labor organizations and the employers, and the public at large are 
not concerned in this at all." There is where you are mistaken; 
you are vitally concerned in it, far more than I can possibly be, 
and I am going to show why you are. 

The theory of a bonus system is a beautiful one. It reminds 
me very much of a map made to illustrate the theory of a western 
railroad capitalist, who conceived the idea that land increased in 
value in a ratio with the increase in population. He figured it all 
out and drew a beautiful diagram, showing the percentage increase 
in population and the proportionate increase in land values, and by 
his beautiful curves and figures proved beyond a doubt that in the 
year 1890 land in western Nebraska would be worth so much per 
acre, and he and his friends invested all their money, expecting to 
be millionaires. The year 1890 came, but no millions ; there was no 
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increase in their land values ; in drawing his diagram he left out one 
thing : He forgot that it did not rain in western Nebraska, and the 
result was, he and his friends lost their money. Most of these 
theories leave out some important thing; the theory is beautiful, but 
when put into practice, the hard, every-day wear develops the weak 
spot — ^in the case quoted they left out the rain. 

One of our western railroads put in a so-called bonus system 
and spent thousands of dollars in an attempt to make it become ef- 
fective with the locomotive engineers (they already had it in their 
shops). The men tried it for a few months until it demonstrated 
its value and its good and bad qualities, and then said they did not 
want it, and would not have it, and, after a conference, the manage- 
ment withdrew it from being applied to the men engaged in trans- 
portation service. It is still in effect in the shops and engine houses ; 
everyone is paid a bonus, from helper to master mechanic. We do 
not believe in the bonus system, and I want to tell you why. A man 
in the shop works on a certain job ; if he can do it in the maximum 
time set for the job, all well and good; if he does it in so much 
shorter time, he gets so much bonus. 

I am a practical engineer, having had, as I stated in the begin- 
ning, twenty-three years' experience in the cab of a locomotive, and 
know of the thousand and one things an engineer has to contend 
with in taking a limited train over the road at break-neck speed. 
The danger is always present, and under the most favorable con- 
ditions always stares the engineer in the face. Picture that engineer 
out on the road with a limited train, every nerve keyed up to the 
highest possible tension, every sense alert, the one cool, keen-eyed, 
wide awake man in the cab pitting his skill and watchfulness against 
the dangers that confront him in his every-day struggle to bring the 
limited train in on time. A joint on steam chest or cylinder gives 
way, or the packing on a valve stem or piston blows out. At once 
he is riding in a cloud of steam that blows back and forth, windows 
are instantly coated over, and, with his head out of the window, 
and the wind cutting like a knife, he is trying to distinguish the 
signals. A failure on his part to catch every signal, or his failure 
to catch the position of one, spells the difference between safety and 
disaster to the hundreds of passengers sleeping in safety behind him ; 
the danger to all has been increased a hundred-fold. The engineer 
arrives at his terminal and reports the necessary repairs. The 
workman who makes the repairs is working under the bonus sys- 
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tern. To do the job right would probably require one hour, but if 
he can finish it in forty-five minutes he gets a bonus for his effi- 
ciency, when he is in reality slighting the work and doing an in- 
ferior job. The result is, the engineer goes out the next trip sup- 
posing the work has been done properly. He has a right to believe 
it has, and does not get twenty miles down the line until it again 
blows out, and again he is riding in the blinding cloud of steam, 
and, while flying along at a mile-a-minute clip, he gets by a flag- 
man beside the track or by a signal ; result, another wreck, with its 
attendant loss of property and often loss of many lives. Headlines 
in the paper next morning, "Many People Killed and Injured on 
Account of an Engineer Disregarding Signal Displayed." The 
papers do not give the cause why the engineer failed to see it, and 
the engineer is perhaps dead and cannot explain that his life was 
sacrificed on account of the bonus system. If it was only the engi- 
neer who was hurt or killed, you would not be concerned, but in 
many cases he takes many of the passengers with him. It is of vital 
interest to you, to every one who travels on a railroad train. This 
is no overdrawn picture, but is something that actually occurs. But, 
you say, this was never the intent of the bonus system. It is not 
the theory we are quarreling with, but the results obtained from 
the actual, every-day application of the system. On the road where 
it was in effect, it was proved beyond dispute that one piston-rod 
was packed for seven consecutive trips, and the machinist paid a 
bonus each time, before the job was finally done so it held ; in other 
words, before it was done right. 

No one would think of hiring a man to drive rivets by the 
hundred on a steel skyscraper. No contractor, no matter how 
reckless, would dare think of such a thing. You demand that the 
workman do it by the day with the very best skill possible. The 
steam locomotive is subjected to more strain and more demanded 
of it under varied conditions than any other class of machinery. 
The fatality of engineers is bad enough under the most favorable 
conditions. We paid for two hundred and ten men killed on duty 
during the year just closed. We have a right to demand the very 
best material and workmanship possible. We don't want piece 
work, and we don't want the bonus system with its attendant in- 
centive for some man to slight his job. It is something of vital im- 
portance to you as well as to me. And, for the reasons given, the 
Brotherhood of Locomotive Engineers is opposed, first, last, and 



Efficiency as the Employe Sees It. 219 

all the time, to the bonus system. I can also cite you where the 
bonus system is applied to the clerical force in a large office. Each 
employe has a certain fixed amount of work as a maximum day; 
all over and above that they are paid bonus for. If the employe 
earning the bonus received it, it probably would not be so bad, but 
such is not the case. The chief clerk in charge of the department 
gets 40 per cent, the employe actually doing the work gets 60 per 
cent of the bonus earned. The result is, each employe speeded up 
to the highest possible tension; each employe crowded to the limit; 
same old system of slave-driving under another name. Take the 
recent disclosures in the Havemeyer sugar frauds, all that stealing 
was done for one thing — ^to enable the man in charge to reduce 
cost of operation. 

Human nature is much the same the world over, regardless of 
whether the man is an employer or an employe. The result is, in 
any system of bonus, merit, or premium — call it what you will — 
there is always some one who will not play the game square. I 
know one man who carried the banner for over a year for fuel econ- 
omy. It was finally learned that a pint bottle of whiskey twice a 
month to the man in charge of the coal shutes made it possible for 
tiim each time he took coal to get eight tons and only pay for four. 
Another man received the premium for two years on economy of 
lubricating oils. It afterward developed it had cost him one dollar 
per month to the man in charge of the oil room. But you say, 
"That was the man, not the system." It was the direct result of 
the premium system. 

In all these theories, the merit, efficiency, and bonus systems 
you have one unfortunate thing to contend with: The Supreme 
Power when He created man did not make all in the same mould, 
with the same powers. Each individual differs from the other, 
and the time will never come when every man will become a ma- 
chine guaranteed to turn out so much work each day. Those who 
hope for so much from the so-called efficiency system all recognize 
the fact that some time in the future with their system each man 
will have to reach his limit, the maximum output, and will earn no 
more bonus. Another thing, none of the men who advocate these 
beautiful theories of each man being 100 per cent efficient tells us 
what is to become of the man who is unable to reach that point 
and never will be 100 per cent efficient. Who is to take care of 
these men we throw on the scrap pile of our commercial industry? 
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The labor union is not opposed to the efficiency of its members. 
There is nothing in this talk about the labor union keeping down the 
individual workman. The American workman is the peer of any 
other workman in the world. It is true he lives better and has 
many privileges that workmen in other countries do not enjoy. It 
is also true that his output is better than any other workman in the 
world. This is an era of progress, and this talk about the individual 
workman making an individual contract with his employer in ac- 
cordance with his efficiency is the rankest kind of nonsense. Per- 
haps, in the days of the old regime, when an employer used the 
labor of only a few workmen, it might have been possible, for then 
the workman worked side by side with his employer, and often 
formed part of his household, and then the employer was in close 
personal touch with each employe. Today the employer uses 
thousands of workmen, and does not know who the employe is. 
He merely represents one cog in the machine, and one number on 
the payroll, and when you talk about that man getting in as an in- 
dividual employe to make his bargaining, he has about as much 
chance as he would getting into heaven by climbing up the fire- 
escape. If he did succeed in getting in once, he certainly would 
not a second time. 

Recently the papers were filled with the statements made by a 
new star that had arisen in the labor world. "The railroads can 
save a million dollars a day;" think of itl 365 millions a year. 
When a man comes forward with such a startling statement as 
that made by Mr. Brandeis, we commence to look around and ask 
questk>ns we have a right to ask. Did he ever manage a railroad ? 
No; he never did. Place him in the general manager's chair in 
charge of one of these great railway systems and he would be lost. 
You would have to put a bell on him to find him. Did he ever de- 
sign a locomotive or draft one? No; he never did. Did he ever 
shovel any coal into one? No; he never did. I have. I have 
shoveled more coal into locomotives than you could pile on a city 
block. Mr. Brandeis has had no practical experience, and knows 
nothing about the subject, yet only yesterday he stated we could 
save $500,000 a day on fuel alone. No railroad at the present time 
is throwing away a dollar, and, regardless of Mr. Brandeis' state- 
ments to the contrary, the American railroads are the best man- 
aged of any in the world. The men in charge of these great sys- 
tems stand head and shoulders above the railroad men of the world. 
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There is no other class of business that is operated on so close a 
margin; no other business where the details are watched so closely 
as on the average railroad. And yet, Mr. Brandeis says they can 
save 365 millions a year. He must have got that fairy-tale out of 
Some story-book. But who is Mr. Brandeis? "Who's Who in 
America" states that he is a very able, highly accomplished attor- 
ney of Boston. A short time ago the daily press announced that 
he, having acquired enough of this world's goods, would devote his 
future time and ability in philanthropic work, would give his talents 
and service, free of charge, to help the down-trodden and op- 
pressed. Next thing we heard he was in Washington filing a brief 
in behalf of the Shippers' Association, protesting against an in- 
crease in freight rates ; perhaps he thought they were the oppressed. 
Before any association or individual brings a case before the bar 
of public opinion and expects their support, they should at least 
come with clean hands. The individual shippers of the country are 
the very <Mies who reaped the benefits of all rebates ever given and 
caused the present drastic laws for the regulation of interstate 
traffic to be enacted. 

In the end, who pays the freight? The most superficial study 
of the question will prove to anyone that the consumer pays the 
freight. The shipper does not pay a dollar of the freight; he ist 
simply a parasite who lives off the consumer and the producer, one 
of the middlemen who take their toll and increase the cost of living. 

Let us look further into Mr. Brandeis. Did he ever have any- 
thing to do with labor organizations or the work of laboring men? 
I find he was consulting attorney for several big manufacturing con- 
cerns in the East; one big department store; a big shoe factory, 
and a few others, but only as consulting attorney. I believe the 
department store, at the time he was counsel, evolved a very in- 
genious plan, which they misnamed "welfare work." There was 
not any welfare work about it. They said they would pay each 
employe so much on all sales made over and above a certain 
amount; would pay a commission on that, and then they declared 
to the world they had a new scheme of welfare work. It k a 
splendid advertisement. If I were going to sell goods, it is a good 
scheme, but "welfare work" is a misnomer. Anybody will work 
like the devil* when they are down to starvation and try to sell 
goods to increase profits; that is natural, and, because an employe 
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only got seven dollars a week to start with, and the rest in com- 
mission, of course they had to work. 

Many of these employes were women. Why is it in all this talk 
about efficiency we hear nothing about the wages of the women who 
do the work of two men oftentimes, and because she is a woman is 
paid one-half the wages paid to a man for the same work? A 
woman is just as much entitled to the same compensation for the 
same labor performed as any man, but that is getting away from 
the subject 

I believe that the masters of finance, such as represented by Mr. 
Morgan and others, are absolutely right when they say they have 
reached the limit of economy in railroad (^ration. I don't be^ 
lieve it is possible to do any more along that line, and I agree with 
them that anything in the future toward improvement will have to 
be by addition or increase to freight rates. There never was a time 
in history of the railroads when so much was demanded as now. 
There never was a time when so much was demanded along the 
line of fast traffic, high speed, splendid roadbeds and a thousand 
and one other things, and there never was a time when the railroads 
were in need of more money to make improvements, build terminals 
and other things needed as now, and the only hope for them is in 
an increased freight rate. What is the result? Today in this country 
everybody is waiting to see what the Interstate Commerce Com- 
mission is going to do in regard to freight rates; business is prac- 
tically at a standstill; there is a wave of uncertainty in the air; you 
may say it is all due to the wage movement It is true we have had 
increase of wages throughout the country; but that doesn't begin 
to compensate for the increase in the cost of living during the same 
time and the same period. The increased cost of wages is not what 
is causing the increased cost of living at the present time. Every 
other commodity has had to increase prices except the railroads; 
ever)rthing they had is going up, not only labor, but ever3rthing 
else, and everything the railroads have to sell is going down, and 
unless there is a change of public opinion in the near future, some 
of the best managed railroads today will have all they can do to 
keep their heads above water, and they haven't the money and can't 
get it for the needed improvements they have to make. 

In conclusion, I wish to state the labor unions have come to stay. 
In some form or other they will have to be reckoned with in the 
future, but the labor unions are not clogging the wheels of progress. 
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The labor union I represent stands for efficiency. The efficiency 
of the employe has been doubled in the last ten years. One man 
today is doing the work two men did ten years ago. The engineer 
is pulling twice as much tonnage as he did ten years ago. The or- 
ganization did not fight that; if they had not stood for efficiency 
they probably would. 

We are opposed to any system that cheapens the quality of work 
and increases the risk, and stand ready to fight it at any time, 
whether it be Mr. Brandeis' plan (which, in plain language, means 
discharge one-third of the employes and make the other two-thirds 
do the work), or any other plan that means going back seventy-five 
years to the days of individual bargaining. 

In closing, I desire to read you a poem recently printed in a 
Boston paper, because I know you will enjoy it. 

THE PEDAGOGUE. 

The teacher laid his green bag down 

Gazed o'er his glasses' rim ; 
In awe of learning's dazzling crown 

The class gazed back at him. 

With shining face, clean pinafore, 

Neat brushed each graying beard, 
They one and all looked straight before 

At him, revered and feared. 

All bright and studious boys were they, 

Who quickly understood, 
Jim Hill, Dan Willard, Jim McCrea, 

Ted Shonts, Fred Underwood, 

Bob Lovett, Charlie Mellen there, 

Ned Hawley next row down, 
Jim Harahan and Georgie Baer, 

Ed Ripley, Willie Brown. 

The teacher put them at their ease 

With condescension mild — 
"I'm sure that problems such as these 

Won't bother any child. 

"Arithmetic we'll briefly try: 

What must a railroad do. 
When costs and wages both are high, 

To guard its revenue?" 
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"Raise rates !" the class in chorus yell, 

Nay, not at all," cries he; 
Just use my formula, and swell 
Two dollars into three. 

"Expense plus waste two millions net ; 

The second strike away; 
Fifty per cent, the more you get, 

A million dollars a dayl 

"The proof? It needs no learned lore, 
'Tis clear from laying bricks, 

A man who used to lay but four 
Today is laying six. 

"And piling iron — see the scales 

When proper skill you use; 
And buying things at bargain sales 

And padcing boots and shoes. 



"A simple thing, when thus made clear, 
By one who's skilled to teach." 

The class, in admiration sheer. 
Are past the power of speech. 

Oft have they seen magicians bland 

Take rabbits from a hat 
Or eggs from mouth with nimble hand, 

And other stunts like that; 

But this beats all they ever saw — 
Well may they gasp and stare 

When shown how they may daily draw 
A million from the airl 



Arbitration of Railivai/ Labor Disputes. 225 



ABBITBATION OF KAILWAT LABOR DISPUTES 

By F. O. Melcher, 
The Late Second Vice President Rock Island Lines. 

We must remember that there are three parties to every contro- 
versy; two contending parties, and the public. We must remem- 
ber, also, that there are three features which must enter into the 
adjustment of every dispute ; first, some eflFort, in an informal way, 
to reconcile differences or draw the contending parties more closely 
together; second — ^in case of failure to secure settlement by concilia- 
tory methods — an arrangement by which the diflferences will be sub- 
mitted to arbitration; and, third, a complete understanding on the 
part of the public as to the merits of the controversy. 

The public is entitled to have the information necessary to enable 
it to place the responsibility for failure to reach the settlement of 
a dispute which may result in interruption of a service so essential 
to its convenience and business prosperity as that of transportation. 

A large majority of the disagreements which have occurred in 
negotiations regarding railway labor matters recently have been 
settled either through mediation and conciliation, as provided for 
in the Erdmann act; or by arbitration thereunder; or by some 
other form of arbitration agree<f upon between the railways and 
the labor organizations. 

Before suggesting improvements in methods that have been tried 
in the past, we should consider the results obtained by and the 
defects in those methods. The processes we have used have been 
well tried and we should not make radical departures therefrom 
without mature consideration. This leads up to consideration par- 
ticularly of the Erdmann act. 

The strength of the Erdmann act consists in the fact that it does 
not contemplate compulsory arbitration. Compulsory arbitration 
must be distasteful to both the railways and the employes, as doubt- 
less there are many issues which neither would care to arbitrate. 

The spirit of conciliation and mediation injected in the steps pre- 
liminary to settling a controversy or bringing about arbitration is 
another strong feature of the act. The situation at this stage would 
be improved if the law compelled the parties in dispute to desist 
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from open hostilities until the matter in controversy has been care- 
fully investigated and the facts definitely ascertained and placed 
before the public. 

The statement that arbitration is desired by the weaker side is 
not quite true. The Erdmann act encourages the generous party, 
mindful of public interest, to arbitrate and settle its troubles with- 
out an interruption of service ; but, at the same time, the Erdmann 
act may at times encourage weak negotiators to shirk responsibility. 

The act might be strengthened by making it mandatory upon 
the chairman of the Interstate Commerce Commission, the commis- 
sioner of labor, or such officers as may be charged with such respon- 
sibility, to place themselves in communication with the parties to 
the controversy, and endeavor by mediation and conciliation to se- 
cure an adjustment of the controversy, or an arbitration of the 
points of difference. 

The act should be broadened sufficiently to include the railway 
mechanical branches which are so closely associated with the trans- 
portation department. As at present framed it covers only contro- 
versies between railways and their employes actually engaged in 
train operation and train service. While it is obvious that trains 
cannot be operated without providing for the handling of engines 
and cars in shops and roundhouses, the act is not clearly and cer- 
tainly broad enough to include car repairers, boilermakers, machin- 
ists and others of this class, and although it might be so interpreted 
it should be made somewhat more specific. 

Under the present method both sides select their most efficient 
representatives. These two generally fail to agree upon a third 
man, and thus force the appointment of an "umpire." The third 
arbitrator is always a man of high principles, who accepts the serv- 
ice purely from a feeling of public duty, but who may not be prop- 
erly equipped by experience or training to understand the problem 
in all of its intricate details. He may be misled as to the impor- 
tance of what are apparently trivial details; or he may avoid the 
responsibility of a clean cut declaration of principles by a decision 
largely a compromise and based generally on purely monetary con- 
siderations. 

For the above reasons it would seem possible to improve the 
situation. A permanent court would permit of security in tenure 
of office; of the selection of experienced men, well equipped by 
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special training, free from other duties and with sufficient oppor- 
tunity for a study of the whole broad question ; and of the elimina- 
tion of political influence. Such a court would seem to be a prac- 
ticable arrangement from the standpoint of the work which might 
be thrown upon it ; for with the opportunities for breaches between 
the roads and the employes restricted by concerted action, and 
actual disagreements still further reduced by the preliminary pro- 
cesses of mediation and arbitration, it is probable that no more cases 
numerically would be presented than could be handled with reason- 
able promptness. 

The suggestion for a permanent court of arbitration appears at- 
tractive from the standpoint of increasing the possibility for judicial 
and careful analysis of the whole situation. It is questionable if 
either side would assent to an arrangement contemplating a perma- 
nent court composed always of the ^ame individuals. A perma- 
nent court, having once decided against a party to a controversy, 
might not again be acceptable to that same party; whereas, an ar- 
rangement by which the personnel of the court or board of arbi- 
tration could be changed would remove this objection; and doubt- 
less a party would again be willing to submit its further case to 
arbitration. 

It is not obligatory to take controversies to a court of law. 
Compulsory arbitration of labor disputes certainly appears inexpe- 
dient and is an impracticable suggestion ; and it is therefore evident 
that we must turn to some arrangement compelling the parties to 
a controversy to desist from open hostilities until the facts are made 
public. 

As a suggestion, the law might be amended to provide that the 
President of the United States shall, when a controversy arises, 
which, in his judgment, threatens to interrupt the public service, in- 
vestigate the causes through a special commission. This special com- 
mission should be required to hear the case, enter upon and inspect 
the premises involved, utilizing experts to examine accounts, books 
or official reports, or anything material to the investigation. After 
such investigation the special commission should be required to 
formulate a report setting forth the causes of the controversy; 
locate as far as possible the responsibility, and make recommenda- 
tions for ending the disturbance and for the prevention of a recur- 
rence thereof. This report should be transmitted to the President 
and the public. 
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By this process a thorough and impartial investigation of the 
cause of the controversy and all the facts concerning it could be 
brought to the attention of the public, which is so vitally interested 
in the issue. 

To summarize, the Erdmann act might be amended to require a 
member of the Interstate Commerce Conunission and the Commis- 
sioner of Labor to put themselves in communication with the con- 
tending parties and endeavor by mediation and conciliation to bring 
about an adjustment of the controversy ; and, failing therein, to ac- 
quaint the President with the situation, hostilities to be suspended 
until a commission could be appointed to investigate the subject and 
prepare a report as outlined above. A thorough investigation and 
public report would in themselves create a public opinion ivhich 
neither side might care to disregard. It would provide the only 
compulsory feature which would be practicable to inject into such 
proceedings under the present conditions. 
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LAWS OF 1911 AFFECIMO BAILBOADS 

(From Bulletin No. 97, Bureau of Labor.) 

Laws enacted for the benefit of railway employees or the regu- 
lation of the conditions of their employment are quite numerous 
in 1911 and relate to several phases of the subject. The qualifica- 
tions of certain employees are considered in four states; one of 
Massachusetts (ch. 639) requiring that locomotive engineers shall 
have had two years' experience as firemen or engineers' helpers, and 
that conductors shall have served two years as brakemen or have 
had previous experience as conductors on railway trains. In Michi- 
gan (act No. 187) freight engineers must have served three years 
as firemen, and passenger engineers must have had two years' expe- 
rience as freight engineers. Conductors on freight trains must 
have served two years as brakemen, or conductors, while passenger 
conductors must have had one year's experience as conductor of 
either a freight or passenger train. Telegraph operators must be 
at least 19 years of age and have had 30 days training under an 
experienced operator. No one is to act as flagman until after three 
months' experience as a brakeman. The Indiana law (ch. 233) 
relates to section gangs, and requires that at least two men in each 
gang shall be able to pass an examination in the flagging, rules of 
the road. In Idaho (ch. 161) conductors, engineers, firemen, brake- 
men, switchmen, or other employees who may act as flagmen, must 
be able to read, write, and speak the English language. The mat- 
ter of protection for railroad employees is the subject of a law of 
Indiana (ch. 261), which makes it a misdemeanor for anyone to 
prefer false charges without probable cause against any employee of 
a railroad to the e£Fect that he has accepted anything of value for 
the transportation of persons or goods or has failed to account for 
money received. 

The subject of an adequate working force for railroad trains was 
considered in several laws prescribing a minimum crew for trains 
of certain composition with prescribed additional employees on 
trains having a greater number of cars. On passenger trains the 
minimum crew prescribed by these laws consists of four men, -the 
Nevada law requiring this number on a train of two cars or less, 
while in other states this is considered a sufiicient crew for three 
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to five cars, though the Pennsylvania law requires six men when 
four or more cars are used in a passenger train. The States enact- 
ing new or amending laws on this subject in 1911 are California 
(ch. 49), Nevada (ch. 94), Ohio (p. 608), Pennsylvania (p. 1053), 
and Washington (ch. 134). Some of these laws relate to freight 
trains as well as to passenger trains, and that of California pre- 
scribes the qualifications for service, which are practically the same 
as those noted above. The Pennsylvania statute directs that the 
rear car of a mail or express train shall have a rear exit, platforms, 
guard rails, and adequate provisions for heating. A statute of 
Indiana (ch. 74), prescribes the composition of the minimum 
switching crew, the same to consist of five workmen, as follows: 
Engineer, fireman, foreman and two helpers. These are to engage 
in no other duties while the engine is switching cars, and the fore- 
man and one helper are required to have had one year's experience 
as switch conductors or brakemen. 

The construction of caboose cars, their dimensions, and their 
equipment are made the subject of legislative action in Arkansas 
(Act No. 418), Indiana (ch. 60), Iowa (ch. 93), Missouri (p. 157), 
Nebraska (ch. 88), North Dakota (ch. 245), and South Dakota 
(ch. 208). These laws are practically uniform and fix the mini- 
mum length at 24 feet (28 feet in Missouri), with two four-wheel 
trucks. Platforms, guard rails, grab irons, steps, cupolas, closets, 
and windows, and other details are regulated by these laws. New 
caboose cars are to conform with these specifications, and when 
old cars are brought in for general repairs they must be made to 
conform before being taken out for subsequent use. A Federal 
statute that may be considered in this connection is one (ch. 241), 
that directs that railway postoffice cars shall be sound and sani- 
tary, and that after July 1, 1911, wooden cars shall conform to an 
approved type and not be run between steel cars or between steel 
cars and the locomotive. After July 1, 1916, post-office cars are 
to be of steel or have steel underf rames. 

The operation of trains by the block signal system is con- 
templated in statutes of Indiana (ch. 188), directing the use of an 
automatic block or other system approved by the state railroad 
commission on steam and electric lines operating single cars as 
well as trains; Minnesota (ch. 322), requiring that proposed in- 
stallations of safety appliances be of a type approved by the State 
Railroad and Warehouse Commission and be submitted to inspection 
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before use; and Wisconsin (ch. 297), requiring the installation of 
adequate safety devices and authorizing the need of a block system 
or other safety device and to order its adoption, and establish 
reasonable rules for the installation, operation and maintenance of 
the same. The Federal Congress (ch. 285), appropriated $25,000 to 
enable the Interstate Commerce Commission to make investigations 
as to the use of block signal systems and appliances for the auto- 
matic control of trains, and as to the necessity for the adoption of 
such devices. 

A variety of safety appliances were considered in other laws, 
an act of the Arkansas Legislature (No. 261), requiring frogs and 
guard rails to be blocked so as to keep the feet of employees from 
catching therein; another law of this state (Act No. 23), requires 
switch lights to be maintained on railroads operating during the 
night time. An Oregon statute (ch. 219), requires the blocking of 
frogs, switches, and guard rails, and directs that flagmen shall be 
able to read, write and speak the English language and be at least 
21 years of age. An Indiana statute (ch. 169), amends Chapter 118 
of the Acts of 1907 on this subject by requiring hand brakes to be 
installed on both electric and steam trains, and fixing the distance 
of structure adjacent to the track at 7 feet from the center thereof, 
instead of making the measurement from the nearest point of 
contact with the widest locomotive or car used. This law makes 
it an offense to injure or interfere with any safety device on 
railways. The railroad commission of South Carolina (Act No. 
103), is authorized to require the installation of any safety device 
which in their judgment would be of material aid for the protec- 
tion of train crews or of the public. Another law of Indiana 
(ch. 202), regulates the height and size of poles carrying electric 
feed wires, transmission wires, or other high-voltage wires over 
tracts of electric or steam roads, or over the trolley or tel^^aph 
wires connected with such roads. 

The protection of repairmen from the inclemency of the 
weather is considered by statutes of Oregon (ch. 39), and Texas 
(ch. 6, fourth called session, 31st legislature), which direct that 
if five or more repairmen besides inspectors are employed at any 
point, shelters shall be constructed over the repair tracks for their 
benefit. 

The capacity of locomotive headlights is regulated by four 
statutes, one of Florida (ch. 6234), requiring 2,600 candle power 
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on freight and passenger locomotives, and one of South Dakota 
(ch. 213), a 1,500 candle power, while the acts of Kansas (ch. 241), 
and Wisconsin (ch. 29), direct that the light shall be of sufficient 
power to show the form of a man at a distance of 800 feet on a 
normal night. 

The matter of inspection is considered -in laws of Indiana 
(ch. 56), directing the railroad commission to appoint a locomotive 
boiler inspector who is authorized to inspect any locomotive boiler 
at any reasonable time or times at the direction of the commis- 
sion, and prescribing the equipment of locomotive boilers; Texas 
(ch. 63), requiring air brakes and attachments to be tested at 
division terminals by an inspector of three years' experience; Ver- 
mont (Act No. 149, Acts of 1910), authorizing the public service 
commission to make rules and fix tests for locomotive boilers used 
by railroads or others, directing such test to be made by the master 
mechanic of the company, who is to report to the commission ; and 
by a Federal statute (ch. 103), which authorizes the President to 
appoint a chief inspector and two assistant chief locomotive boiler 
inspectors. The chief inspector is to divide the United States into 
fifty districts, for each of which an inspector is to be appointed 
from a list secured by examination conducted by the Civil Service 
Commission, using questions furnished by the chief inspector. Ap- 
pointments are to be made by the Interstate Commerce Commis- 
sion and the employees are to remain under the classified service 
of the United States. It is the duty of inspectors to inspect all 
locomotive boilers in their districts and give notice of defects. 
Boilers are not to be used until such defects are made good. Acci- 
dents caused by defects are to be reported by the railroad to the 
chief inspector to be investigated by him or one of his assistants or 
by such inspector as he may desig^iate. The Interstate Commerce 
Commission may ask for a report of such investigation. A law of 
Connecticut (ch. 128), authorizes the public utilities commission 
of that state to make inspections and order changes. Any person 
having knowledge of defects may make complaint and inspection 
is to follow, the complainant being informed of the conclusions. 
The name of the complainant is not to be disclosed. Railroad com- 
panies are to report accidents, which the commission is to investi- 
gate, recording its conclusions and recommendations in a book that 
is to be open to the public. 
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Several matters are considered in the law of Washington 
(ch. 117), prescribing that telegraph and telephone companies shall 
have buildings and conveniences for the accommodation of patrons 
and employees; directing all public-service corporations to give 
notice of accidents, which notice may be admitted as evidence in 
any suit against them ; authorizing the public-service commission of 
the State to make investigations and order repairs and changes, from 
which orders no appeal is allowed ; and prescribing the equipment of 
locomotives with power driving wheel brakes, automatic couplers, 
steps, grab irons, footboards, and headlights. Cars are to have 
automatic couplers, brakes, etc. The equipment of ^street railway 
cars is also prescribed, brakes, grab irons, steps, and fenders being 
necessary to meet the provisions of the law. Frogs are to be 
blocked, inspection is provided for, and penalties fixed for viola- 
tions of the law. 



234 The Railway Library. 



PUBLIC OPINION -ITS EFFECT ON BUSINESS 

By Howard Elliott, 
President of the Northern Pacific Railway. 

Address Before the Publicity Club of Minneapolis. 

In the preface to liis friendly volume, "The United States in 
the Twentieth Century," M. Pierre Leroy-Beaulieu, one of the 
keenest of foreign observers of conditions in the United States, and 
a noted economist, uses this striking language : 

"Moral worth, which includes the recognition of duties as well 
as of rights, self-respect and respect for one's fellows, has contrib- 
uted fully as much as the magnificent resources of their country, to 
the brilliant success of the American people. Of the qualities that 
have co-operated to elevate them so rapidly to such a commanding 
position, the most impressive is a great, a tireless energy. 

"Now that the obstacles raised by Nature have been overcome, 
now that the country is already so wealthy that the individual can- 
not always hope to see his efforts as richly compensed as was for- 
merly the case; there is danger that this precious quality may be 
to some d^^ree lost. 

"It seems to me that the first care of the Americans should be 
to maintain it in all its integrity. The essential condition to the 
development of energy is liberty. Every restriction on liberty, with 
however good purpose, diminishes the individual responsibility and 
initiative. Yet we often hear mooted in America, as elsewhere, 
measures which under the pretext of correcting abuses, would im- 
measurably extend the State's field of action, and reduce the liberty 
of citizens. It is my earnest hope that the American democracy 
will reject such enervating proposals, and will remain true to the 
virile and liberal traditions that have ensured the United States 
so wonderful a growth." 

In these short paragraphs a foreign observer and admirer has 
placed his finger on one danger that threatens the American people 
today, viz : The tendency to take away by law the freedom of action 
of the individual and to attempt to shift upon numerous and often 
half digested laws, burdens that the individual should carry himself, 
and to try to solve problems by law that public opinion should settle 
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— ^based on a few of the great fundamental laws of life that no legis- 
lature or commission can change. 

M. Leroy-Beaulieu is right in declaring that a tireless energy 
characterizes the American people, and the economic progress of 
the country has been so rapid as to astonish foreign students of 
American social and business conditions. It has wrought great 
changes in our methods of business and of living. The average 
American enjoys luxuries and conveniences which were not dreamed 
of even twenty-five years ago, and the inventive genius of Americans 
is daily placing in the hands of every man, new and improved tools 
with which to do his work. 

Our prosperity has increased the complications of government, 
and the close attention given by our people to business has resulted 
in less personal attention to public affairs, and there is not the feeling 
of interest and responsibility about them that characterized the 
American people when they were fewer people and less wealth. 

The average American must realize that with a more complex 
civilization and government the duties that devolve upon him in- 
dividually are more important than before. He must take a broader 
and better view. He must not consider the law a crutch to take the 
place of a direct and personal responsibility that our system of gov- 
ernment places upon him. He should realize that he is one of many 
who make government in this country and determine whether it shall 
be lax or efficient. The law is only the expression of the sound 
public opinion of many individuals. 

During a hundred years Americans have taken a pride in the 
extent of the country, in its great natural wealth and resources, in 
the development of their country, and in the large machinery of 
business and industry that has grown up under their hands. We have 
been proud that we are big; so much so that we have exposed 
ourselves sometimes to the smiles of foreigners, who have thought 
us boastful. 

It is related that a French business man accepted the invitation 
of a prominent man of that city, to visit Chicago. The two started 
from New York and began to talk about the rapid development of 
the country, and the visitor remarked : 

"You Americans are a boastful people. I will wager a sum of 
money that before we have been in Chicago thirty minutes, at least 
two of your fellow citizens will have proven it to me." 
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The wager was made. Upon alighting from the train the Chicago 
man met a friend and introduced his guest. Almost in a breath the 
friend saluted the French visitor, and urged him to visit the stock- 
yards at once, because "they are the largest in the world !" Fifteen 
minute^ later at a club, the Frenchman won his wager, when a 
prominent merchant invited him to tour the business district in an 
auto and see the "greatest commercial center in the world !" 

Such pride is natural in a people who have done great things in 
a short period of years. Our commerce is great and our trade ex- 
tends to the comers of the earth — the product of a hundred years. 
Our transportation system, with a capitalization which is the lowest 
in any civilized coimtry in the world, with the lowest rates, and 
with the highest efficiency of service and ability to meet the de- 
mands of business, is second to none. An elaborate system of pub- 
lic education has been built up, and is aided by many universities 
and schools created by private gifts, which rank with the best insti- 
tutions of learning in other countries. In the common things of life, 
corresponding progress has been made, the average American lives 
better, profits more from his labor, and has greater opportunities of 
advancement than the people of any other country. 

In all this wonderful progress, there >s one weakness which 
many Americans realize. Our progress has been largely material 
and public opinion has been busy with purely material things. In 
transportation, business, invention and the spread of learning, our 
achievements are equal to or superior to those in foreign countries. 
What we have done in 100 years is due largely to the tireless energy, 
individual responsibility and initiative spoken of by M. Leroy-Beau- 
lieu. If we turn to our national life, the welfare of which is de- 
pendent upon the degree of personal responsibility felt by the aver- 
age citizen, a less favorable result comes to our attention. There 
are defects of political and governmental machinery which are ap- 
parent to everyone. Efforts toward better standards are made, yet 
there are still preserved in the methods of government in most of 
the cities of the land, customs and practices which are not thorough, 
efficient and economical or equal to the methods insisted upon in 
ordinary business. In private business affairs the progress toward 
genuine efficiency is more rapid than in either National, State or 
Municipal Government. This may be attributed to the lack of a 
vigorous public opinion insisting that a man in the service of the 
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public shall work just as long and as hard as the man in private 
business. 

PUBUC DUTY. 

The American people are divided in their views about present 
conditions. The ultra-conservative are content to watch their in- 
come grow with not much thought of public duty. The sentimental- 
ists and the radicals, actuated more by the heart and self-interest 
than by reason, declare that all things are wrong and that we must 
tear down and b^n over again, introducing doubtful principles and 
ideas often obsolete and unpractical. 

It is probable that the true view is between these extremes — 
that there is sound public opinion in this country, but that it is not 
making itself felt as it should, because the pressure of material 
things and personal interest prevents proper expression of it. So- 
ciety as a whole needs a stronger sense of personal responsibility, 
creating a foundation upon which a really sensible and constructive 
public opinion may be built. 

Few people realize the number of men in this country entitled 
to vote who fail to do so. 

In 1900 there were in the United States males of voting age 
— or potential voters — 21,329,819 ; and there would be some increase 
each succeeding year, and yet the vote for President was 

in 1896 13,827,212 

1900 13,970,134 

' 1904 13,524,349 

1908 14,887,133, or about 35% not voting. 

The 1910 census and the official voting returns tell the story 

locally. Voting Votes Cast Per Cent. 

Population Last Election Not Voting 

Minnesota 642,531 310,165 51.7 

Minneapolis 105,286 43,903 58.3 

St. Paul 72,041 29,499 59.1 

North Dakota 173,885 94,084 45.9 

Fargo 4,769 2,416 49.3 

Grand Forks 4,036 1,854 54.1 

Bismarck 1,988 890 55.2 

Certainly not a good showing of interest. Public opinion should 
arouse people to take more interest in selecting the men who are to 
make and administer the laws that affect their daily lives in many 
directions. 
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TOO MANY LAWS. 

One result of this indifference and neglect is that there is a 
class described generally as "politicians" who make the laws — and 
make too many of them. That is their business, and the more 
elaborate the governmental machinery and the more laws to be made 
and unmade, the better for the "politician" and his friends who are 
living at the expense of the rest of us because we are too busy to 
express our real views about matters of grave importance. 

The disposition to try to adjust everything by passing laws is 
nowhere more strikingly shown than in the number of laws in- 
troduced into Congress. While the largest number of proposed 
enactments submitted to any American Congress, during the ten 
year period ending in 1909, was at the sixtieth session, when 38,388 
bills were introduced, the more deliberate and careful methods of 
the English are shown in the fact that the largest number of bills 
before any Parliament in that period, that of 1900, was only 621. 
Less than 2 per cent, of the bills before the sixtieth Congress be- 
came law, while 67 per cent, of the bills proposed in Parliament in 
1900 were enacted. 

During this ten year period, out National Senate and House con- 
sidered 146,471 different bills. During the same period the English 
Parliament considered but 6,251 measures. The Congressional 
"mill" added 15,782 measures to the law of the land; Parliament 
enacted but 3,822 new laws. The figures in both instances include 
both public and private bills, and it should be added that Parliament 
considers and acts upon many subjects which are considered by 
State and municipal bodies in the United States. 

The State Legislatures for 1911 considered as a part of new rail- 
road legislation proposed, a total of 612 bills, affecting physical 
operation of railroads. These proposed bills related to hours of 
service, terms of employment, the kind of uniforms to be worn 
and other matters affecting employes, compulsory and voluntary 
arbitration, train rules, regulations for the operation of freight and 
passenger trains, equipment, car supply and claims, signals, clear- 
ances, crossings, maintenance of tracks, and many details which it 
would be supposed that the long experience and extensive knowl- 
edge of railroad managers under the varying conditions of business 
would be a better guide, than the judgment of a legislative body, no 
matter how excellent its intentions. 
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In the seven States in which the Northern Pacific Railway has 
its lines, the legislatures considered a total of 230 railroad bills about 
matters that can be settled much better by the friction and evolu- 
tion of business. 

Legislation that is a response to a real public opinion should not 
be objected to by any conscientious citizen. Such laws, backed by 
the will of the people, will be enforced. But the deluge of new 
laws that is dumped upon the country has the effect of weakening 
respect for the law, because too many laws prove unwise in practice, 
and are not enforced, with the result that too many people grow 
up with a lack of respect for law and order and do not obey promptly 
those who have the right to give orders. 

RAILROAD ACCIDENTS. 

There is a very proper concern because of railroad accidents and 
no one is concerned about them more than the railway owner and 
manager; they have the greatest incentives of anyone to avoid 
them — ^pride in their profession; the natural desire of all men to 
prevent sorrow and suffering; the loss of money and reputation. 

And yet most accidents are due to three fundamental causes — 
disobedience by some one of a rule that if followed would have 
prevented the accident ; negligence of some individual somewhere in 
doing his particular work, making the car wheel, or rail, laying the 
track, inspecting the track, throwing the signal, etc.; recklessness 
among passengers and employes. 

This disobedience, negligence and recklessness cannot be elimi- 
nated by law, but public opinion can have a marked effect upon it. 

The lack of public opinion of sufficient weight to compel the 
enforcement of many of the laws passed in the United States, is one 
of the causes of our homicides. Every day of the year murders are 
committed somewhere in the United States. Many have tried to 
point out the reason. It is probable that several factors rather than 
one are responsible, and that they may be summed up in the laxity 
of public opinion, and the consequent laxity of law and its adminis- 
tration. For this death roll, every individual of the American peo- 
ple should feel a responsibility. It is the lack of such public 
opinion that caused the Indiana Railroad Commission to make this 
sad comment in its accident bulletin issued in March, 1910 : 

'Trespassers continue to pay the usual toll in blood for the 
fatal right to make thoroughfares of the railroads. If the railroad 
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ties were three times as many, and were saturated with oil and 
burning all the time; if dynamite were placed on the track every ten 
feet, and people walked on the tracks, nevertheless the deaths would 
be no more certain than in a country whose laws do not prohibit 
such use of the tracks, and whose customs and carelessness of human 
life permit these astounding fatalities." 

From 1901 to 1911, 50,708 persons lost their lives by "walking 
on the railroad tracks" — taking chances of death that were obvious. 
Add 64,183 more who were injured, and you have a total of death 
and destruction because the American people have not developed a 
public opinion upon this question that makes a person who reck- 
lessly takes such chances of death feel the opprobrium of his asso- 
ciates. 

Three pretty Iowa maids walked from Burlington to Chicago 
last autumn. Interviewed by a Chicago paper they said : 

"Last Sunday we must have walked four hours on the road, 
though without seeing a soul. So we got back on the tracks, walk- 
ing 'goose fashion' along the cinder path. It wasn't long before trains 
were going by, the people waving their handkerchiefs at us. That 
was great fun." 

A railroad statistician posted on the death roll among those 
who walk the tracks "for fun," adds the comment : 

"What's the use of signals, colored lights or other forms of 
warning !" 

The accident record of the American railroads has often been 
made a weapon in the hands of their critics, but the press and tlic 
public do not set forth clearly the true facts. From the total number 
of employes killed and injured must be deducted the number of 
casualties due to their own recklessness, carelessness or willingness 
to take chances, jof which Mr. William J. Cunningham in speaking 
in February of last year before the New England Railroad Club 
said: 

"American railway employes are proverbially chance-takers, and 
are not as amenable to discipline as British railway trainmen, who 
have a greater respect for authority and instructions. Americans 
arc noted for always being impatient and in a hurry. These na- 
tional differences in both passenger and employe bear a relation 
to accidents, indefinite to be sure, but nevertheless important, par- 
ticularly in the 'chance taking' by employes." 
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An analysis of the railroad accidents in the United States for 
the year ending with June, 1911, shows that out of 356 passengers 
who were killed, there were only 96 persons killed, while riding on 
trains, in accidents for which railroads were probably responsible. 
In the same year the railroads handled more than 900,000,000 pas- 
sengers. 

For 1909 the results showed that a passenger could travel 4,000 
times around the earth without being killed — or he could travel 60 
miles an hour for 220 years without being killed! 

During 1908, 316 railroad companies hauled 455,365,447 passen- 
gers without the death of a single passenger in a train accident. In 
1909 there were 347 railroad companies, hauling a total of 570,617,- 
563 passengers, without a single accident to a passenger in a train 
accident. These figures cover a mileage of railway equal to that 
of the United Kingdom, Germany and France combined, and present 
a record of immunity from fatalities among those who travel, un- 
equalled, except in the United States in previous years. 

Incomplete records for 1910 show that 156 lost their lives in 
automobile fatalities. The death toll of the automobile for 11 months 
of 1911 was 257, more than two and a half times the death roll of 
passengers in train accidents for which railroads were responsible. 

One hundred persons met death by accident during the hunting 
season of 1911, in the Northwestern States. 

EFFECT OF PUBUC OPINION. 

What a vigorous public opinion might do in diminishing the 
railway death and accident list is well shown in the remarkable 
figures of Fourth of July accidents which have recently become 
public. The death roll from the celebration of this holiday was for 
years a matter of anxious concern to many. In nine years it meant 
39,219 killed and injured. It was within recent years that the vig- 
orous agitation for a "safe and sane Fourth" started. The figures 
for 1911 show but 57 killed, while in 1910 the death list was 131 and 
in 1909 it was 215. Within a little more than two years' time a 
vigorous public opinion intervened between the American small boy 
and a time honored method of celebrating a national holiday, 
changed the customs of a people and reduced the death list from 
215 to 67. 
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The railway owner may make a very fine physical machine, but 
when it is done it must be operated with all of its complications by 
human beings, who are not perfect, and who make mistakes. 

In our country of large distances and large cities, the question of 
feeding people and keeping them warm means that transportation 
must be regular, sufficient and continuous. What would happen to 
New York or Chicago or Minneapolis if for one week all railroad 
transportation was abandoned. 

The railway owner may make rules and regulations and make 
effort to continue in business, but he cannot always do so unless 
public opinion in time makes it clear that when a man chooses as his 
means of livelihood work in a railroad, he assumes a duty to society 
as a whole to give absolute obedience to rules, and to remain 
at work until suitable arrangements are made to relieve him. So 
dependent is the welfare of the whole country upon regular transpor- 
tation that in time public opinion will declare that men in a railroad 
have no more right to disobey reasonable rules than have the men 
in the army; have no more right to leave in a body than have the 
men in the army. When they act thus in the army they are pun- 
ished for mutiny and desertion. Probably no law could be framed 
at the present time that would cover these ideas, because it is con- 
trary to our American ideas to say that a man shall or shall not work 
as he may wish. But public opinion would in time crystallize so that 
in some way strikes or industrial war would be things of the past, 
and men could only leave in a body by being mustered out in some 
orderly manner. We hear much about Quasi-Public Corporations, 
and Public Opinion has gone along way in taking away from the 
owner of Public Service Corporations the right to manage his own 
property, to name his own rates or prices, to decide about his meth- 
ods, and has imposed on him the responsibility of providing safe 
and adequate Public Service from his private means, but so far has 
exerted little influence upon the men who have to make the Quasi- 
Public Corporation of use to the public. If a man decides to work 
for a Quasi-Public Corporation he becomes a Quasi-Public servant 
and he has a moral duty and responsibility to society just as much 
as the owner has, to see that society is not deprived of the service 
necessary for its existence. 

RESPONSIBILITY OP UNION LABOR. 

The railroad manager is hampered in obtaining absolute precision 
and reliability not alone by the human equation, but by the operation 
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of the force M. Leroy-Beaulieu points out. Over many of the em- 
ployes his authority is divided with the labor tmions, which exercise 
a powerful influence in determining the extent of the authority he is 
to be permitted to exercise over their members. To the unions he 
must look for acquiescence not alone in the rates of pay and terms 
of employment, but in the rules he makes, the authority he exercises 
over men charged with various duties, and the obligations under 
which a large number of men work. His power to cull his forces 
and discard not only the unfit, but those who do not demonstrate 
their entire capability, is limited. 

The American people have corrected some of the errors in cor- 
porate management and realize that Organized Capital is necessary 
to the welfare of the country, but that it must be controlled and 
regulated. 

Organized Labor is a great force that makes for good or evil of 
Labor and of society as a whole, depending on the wisdom and pa- 
triotism of the leaders. 

Most men want to work and support their families but they 
fear the ridicule of their fellows and sometimes follow too blindly 
an unwise leader who may do them a real harm. 

Public opinion at one time justified burning and torturing people 
because they did not follow the same religious practices as those in 
authority. In old Salem it justified burning women who were 
thought to be witches. Less than 100 years ago it justified one man 
killing another in a duel because of some insult real or fancied. 

Today physical violence and social ostracism are still in practice 
toward those who do not wish to join a labor organization, but who 
do wish to work. But Public Opinion will change and say to Organ- 
ized Labor as it has said to Organized Capital : "You must be fair to 
all." J. B. McNamara in his confession said "I did what I did for 
principle." It is only necessary for an aroused Public Opinion to 
speak out and show the unfortunate men like the McNamaras that 
the many good men in the ranks of labor and the many good men in 
the other walks of life will not stand for that kind of principle. 

In this great country north and west of Minneapolis you want 
the best and safest railroads and the best facilities and the best 
employes who will form a well paid and contented body of citizens, 
and the making of a sound public opinion will help to produce the 
desired results. 
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The transportation business, now trying to readjust itself phys- 
ically to the growing needs of a great country which has developed 
rapidly, has been subjected to severe attack and criticism. That 
transportation is a vital part of commerce and the greatest element, 
after agriculture, in business success, has been ignored. With other 
kinds of business it has felt public opprobrium, because an element 
of the people have revolted somewhat against alleged improprieties 
of the past. Railroads have had to struggle for existence as have 
other forms of business. Their history is similar to the history of 
other forms of business of contemporaneous development, and their 
present critics, forgetting all that has been done to bring the Amer- 
ican railroad to its present high plane of efficiency, have been led 
into a somewhat unfair attitude. 

Of the 609,994 miles of road in the world, which is the mileage 
as of 1908, nearly 40 per cent, or 233,468 miles were in the United 
States. The railroad mileage operated has grown from 169,272 in 
1890, to 239,652 in 1910. The number of employes of railroads has 
grown from 750,017 in 1890 to 1,502,823 in 1909, and there are at 
least 1,000,000 holders of securities. These 2,500,000 owners and 
employes represent about 10,000,000 of our population and their 
rights should be considered and protected just as much as those of 
other classes of people. 

In the United States the railroads have lowered their rates, 
largely by voluntary action, about 25 per cent since 1888, but the 
tons of freight carried have increased 257 per cent, the mileage of 
freight trains 80 per cent, and the average haul per ton in miles, 
14 per cent. The lowering of rates saves the shipper $1 out of every 
$4 he formerly paid, and was equivalent on the tonnage moved by 
the railroads in 1910 to the very large saving of $615,928,000. 

As compared with $276,000 per mile in the United Kingdom, 
$109,788 per mile in Germany, $80,985 in Russia, $139,390 in 
France, $112,879 in Austria, the capitalization of the railroads in the 
United States is smaller than that of the railroads of any cotmtry 
of the first class, and especially low when considered from the view- 
point of comparative service to business, for in this country the 
citizens command the service of five miles of railway to one mile 
that serves the average European. 

Listen to what the Railroad Securities Commission says in its 
report transmitted by the President to Congress December 11, 1911 : 
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"Neither the rate of return actually received on the par value 
of American railroad bonds and stocks today, nor the security 
which can be offered for additional railroad investments in the fu- 
ture, will make it easy to raise the needed amount of capital. 

"The rates of interest and dividends to outstanding bonds and 
stocks of American railroads is not quite four and one-half per cent 
in each case." 

- Public opinion must be exerted to see that railroads are fairly 
treated so that the money needed, especially in a fast growing coun- 
try like that west of Minneapolis, for increased and improved trans- 
portation facilities can be obtained and spent rapidly and freely. 

In 1900 the Northern Pacific Railway handled 2,205,317,271 
tons of revenue freight one mile, and ten years later, 5,419,084,365 
tons one mile, and the next ten years should show greater growth. 

FOUR HUNDRED YEARS AGO. 

Every age has its problems, and we sometimes think that ours 
are much more difficult and are different from those that others have 
had to deal with. I read the following the other day : 

"The merchants form great companies and become wealthy, but 
many of them are dishonest and cheat one another. Hence the di- 
rectors of the companies who have charge of the accounts are 
nearly always richer than their associates. Those who thus grow 
rich are clever, since they do not have the reputation of being 
thieves." 

This sounds as if it was said by some very active member of the 
so-called Progressive Party, many of whom seem to be more inter- 
ested in their own progress into an office or their progress from one 
office to a better one, than in the real Progress of the people as a 
whole. 

To show that they have discovered nothing new, let me state 
that this paragraph was published in the Chronicle of Augsburg, 
Germany, in 1512, 400 years ago, so the modern Progressive who 
thinks business is all wrong, and that he has discovered the trouble 
and can remedy it, is somewhat behind the times. 

Also the following: 

"It is impossible to limit the size of the companies, for that 
would limit business and hurt the common welfare. The bigger and 
more numerous they are, the better for everybody. If a merchant 
is not perfectly free to do business in Germany he will go else- 
where, to Germany's loss. Anyone can see what harm and evil 
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such action would mean to us. If a merchant cannot do business 
above a certain amount, what is he to do with his surplus money? 
It is impossible to set a limit to business, and it would be well to let 
the merchant alone and put no restriction on his ability or capital. 

Some people talk of limiting the earning capacity of investments. 
This would be unbearable and would work great injustice and 
harm by taking away the livelihood of widows, orphans and other 
suflFerers, noble and non-noble, who derive their income from in- 
vestments in these companies. Many merchants out of love and 
friendship invest the money of their friends, men, women and chil- 
dren, who know nothing of business, in order to provide them with 
an assured income. Hence anyone can see that the idea that the 
merchant companies undermine the public welfare ought to be seri- 
ously considered. The small merchant complains that he cannot 
earn as much as the companies. That is like the old complaint of 
the common laborer that he earns so little wages. All this is true 
enough, but are the complaints justifiable?" 

This is from a report of a committee appointed by the Diet of 
Nuremberg to investigate monopolies, and they made their report in 
1522. And the G)mmittee found then, as it is true now, that they 
could not change the situation very much without doing more harm 
than good! 

CHINESE BUSINESS RULES. 

I read in the Literary Digest a few days ago four paragraphs 
which are said to represent the Chinese view of certain business 
practices. They read as follows : 

"Those who deal with merchants unfairly are to be beheaded." 

"Those who interrupt commerce are to be beheaded." 

Those who attempt to close the markets are to be beheaded." 

Those who maintain the prosperity of commerce are to be re- 
warded." 

The Chinese seem to recognize that injustice, interruption of 
business and control of markets are undesirable things and that the 
expansion and growth of commerce is a good thing ! 

They suggest pretty drastic remedies, which can hardly be fol- 
lowed out in this country, and they suggest rewarding those who 
expand commerce; while in this country the tendency is to con- 
demn them. 
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EFFECTIVB PUBLIC OPINION. 

Public Opinion, however, in this country, if created wisely by the 
action of the true majority, can accomplish the desired results with- 
out beheading anybody. Public opinion can insist 

That in the schools supported by the public, children shall be 
taught the great importance of absolute obedience, continuous work, 
accuracy and economy, and that these habits are essential for any- 
one who is to become a good citizen ; 

That the Press, supported by the subscriptions and advertise- 
ments of the public, and putting forth each year more than 10,000,- 
000,000 copies, can by telling the real truth in simple form do much 
good to the country and in the long run make more money than by 
being sensational and yellow ; 

That the great public service and other corporations must be fair 
to those who need their service, but on the other hand they must re- 
ceive fair treatment and a chance to make money, or they will not be 
ready to serve when the public needs them badly ; 

That the honest, hard-working laboring man must be allowed to 
work whether his convictions lead him to belong to a labor organ- 
ization or not, and that labor organizations must be fair and square 
in their dealings with their members and with the public at large ; 

That in the effort to correct abuses that may have developed in 
business life during the very rapid and really marvelous growth of 
this country, the tireless energy of our people should not be de- 
stroyed by crippling the development of individual responsibility and 
initiative; and 

That laws should only be made on complete knowledge of the 
real facts. 

To create a public opinion, everyone must do some work and 
not leave the formation of that opinion to a small minority who 
make a great deal of noise, not always in the wisest way — ^and every- 
one can do a little towards helping out 

Maltbie says : 

"We are not here to play, to dream, to drift. 
We have hard work to do, and loads to lift. 
Shun not the struggle ; face it, 'tis God's gift/' 

This is good advice. 
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RAILWAY MAIL SERVICE 

By H. p. Thrall, 
Mail Traffic Manager of the Harriman Lines. 

(From the Chicago Magazine.) 

There is no department of governmental or State, nor of com- 
mercial work, which gives and guarantees so much for so little, as 
does the postal system. When you or I put our postcard or letter 
in the box on the corner, we know that we have millions of chances 
to one that it will be delivered to the address shown thereon. We 
know that if it does not reach its destination because of theft or of 
negligence, that the thief will be caught sooner or later, and that 
the negligent will get what's coming to them. 

I put twenty-two years of my life in the postal service, worked 
as a postal clerk from 1883 on the principal western line, the Ogden 
& San Francisco R. P. O. In 1890 I was promoted to postoffice in- 
spector and in 1898 to superintendent of the eighth division rail- 
way mail service, which I held until the latter part of 1904, when I 
resigned to accept my present position. When I was in the postal 
service I thought all the hard work and grief were ours, but take 
this from one who has labored earnestly on both sides, I know that 
grief and hard work are not a monopoly with the postal service. 

I wish to impress upon those in the service this truth — the 
foundation on which their employment rests is the railroads. So 
far as earning a living for themselves and loved ones, the railroad 
is their most valuable asset, their best friend. Without it, they 
would be working in other and possibly less congenial fields. 

As evidence of this assertion may I remind them that, of the 
eight billion pieces of first-class and five billion pieces of other 
classes deposited by the public annually, 75 per cent of the first 
named and 95 per cent of the second are dispatched to the railroads? 
It is estimated that during the fiscal year 1908 the railroads hauled 
an average of 450 miles, one billion two hundred million pounds of 
revenue producing mail, about one hundred million pounds of free 
matter, and about one billion pounds of mail bags. It is difficult 
for any one to grasp such enormous weights and quantities, but one 
can get a very good idea of what such a weight of mail and equip- 
ment means by thinking of 46,000 cars, each loaded with 50,000 
pounds. 
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If they were all put in one string they would reach from Chi- 
cago nearly to Kansas City. 

But let me tell of some things of the railroad side and of which 
many at least may not have had so good an opportvmity as I of 
observing. 

A postal car costs the railroad between $9,000 and $10,000 to 
start with. The post office department decides how it shall be de- 
signed and built, but the railroad pays for its oMistruction and up- 
keep. Its original cost, however, is insignificant as compared with 
the cost of hauling it. More than two-thirds of the space in a full 
postal car is taken up with letter cases, bag racks and other post 
office facilities. An official weighing some years ago demonstrated 
that these cars carry on an average only two and one-half tons of 
mail. This quantity, if carried as storage mail, or packed as ex- 
press is, could be accommodated in not exceeding one-eighth of an 
ordinary baggage car, and the postal car could be cut out. 

The general impression that the postal car pay authorized by 
the government is in the nature of rental is erroneous. Indeed there 
would be some chance of the railroad making a profit on postal cars 
if they could be anchored on a side track for post office use at the 
regular postal car rate. 

There are about 1,400 postal cars and about 3,800 mail apart- 
ment cars now in service. These represent an investment on the 
part of the railroads of about twenty million dollars, after deduct- 
ing the proportionate value of the space in the apartment cars 
used for railroad purposes. I wish to emphasize that the big ex- 
pense to the railroads for postal car service is in hauling the postal 
car. Please understand that postal car payment is adjusted on a 
mileage basis. The maximum rate of pay allowed for the use, the 
maintenance, and the haul of the postal car, and the postal clerks, is 
6J4 cents per car mile. We get nothing for its use as a post office 
at terminal points, where it is frequently used from one to six 
hours in advance of the departure of train. This rate it will be ob- 
served is slightly more than the fare of two passengers, who can 
be carried on one seat of a passenger coach. For the same money 
the railroad is obliged to provide and haul a 60-foot postal car 
weighing 110,000 pounds and carrying from two to twelve postal 
clerks. Even at this low rate of postal car pay the railroads seldom 
receive the maximum, because in many cases they are required to 
haul the car in one direction without any postal car pay whatever. 
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and, in many other cases at reduced rates, so I would say offhand 
that the average postal car pay never exceeds 4 cents per car mile. 

Compare the efficiency and capacity of the mail stage with the 
railroad trains : The average cost to the government for star route 
or stageline service is 7J/$ cents per mile traveled, while that of a 
mail carrying railroad train is but 10 J4 cents ; that is to say, for one 
stage, or rather^ nook in one stage, the pay is 7J4 cents per mile ; the 
railroad train, with never less than one car carrying mail and run- 
ning up to exclusive mail trains of eight or ten cars, receives an 
average of only 10^ cents per mile traveled. 

This enormous transportation of mail is, however, of compara- 
tively recent growth. The sending of messages from one place to 
another by organized method was practiced so far back in the his- 
tory of the world that its commencement is not known. 

History records that the Romans adopted a system which had 
been used by the ancient Persians 500 years B. C. It consisted of 
couriers on horseback posted along the chief roads of the empire 
for the "transmission of royal dispatches by night and day in all 
weathers." The Romans all along the line were compelled to sup- 
ply horses and their maintenance. So you see you're engaged in 
a business that has been growing continuously from way back. 

Until 1862 the rates of postage were based on distances. In 
300 miles, 10 cents. In 1851 they were reduced to 3 cents for dis- 
1846 these rates were, not exceeding 300 miles, 3 cents; exceeding 
tances not exceeding 3,000 miles, and 10 cents for distances greater 
than that 

The use of adhesive postage stamps was first authorized by 
an act of Congress in 1847. In June, 1856, prepayment of stamps 
was made compulsory. In 1863 a uniform rate of postage, without 
regard to distance, was fixed at 3 cents, and in 1883 further reduced 
to 2 cents, the present rate. 

As late as 1860 the mail conveyed only written and printed mat- 
ter. All know what it handles now. 

The Railway Mail Service was inaugurated in 1864, and in 1865, 
1,041 miles of railway post office service were in operation, em- 
ploying 64 clerks, and it was in 1874 that the service was reor- 
ganized with eight territorial divisions, each in charge of a superin- 
tendent. 

In the year after I entered the service there were about 4,000 
clerks in the railway mail service, and the length of the routes 
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was 117,000 miles; the so-called star service routes was 226,000 
miles, while the length of the domestic steamboat routes was 16,000 
miles. 

Compare this with the figures of today : There are now 218,000 
miles of mail carrying railroad, with 16,000 railway postal clerks. 
There are many special and exclusive mail trains running at a rate 
of speed which at times reaches eighty or ninety miles per hour. 
Practically all trains now carry mail cars, ranging from the fifteen- 
foot apartment to the exclusive mail train of eight or nine postal 
and mail storage cars. These are, in fact, post offices on wheels, 
without which the postal service would never have advanced be- 
yond the antiquated "D. P. O." distributing post office system, with 
its exasperating delays and otherwise unsatisfactory service. 

It will be seen, therefore, that notwithstanding its ancient origin, 
post office work on a big scale is very modem. 

The most striking illustration of the rapid development during 
the last forty years is offered on the lines I work for. Shortly before 
the Overland Route commenced running trains to the coast, the 
charge for carrying a letter from the Missouri River was $6 via 
the Pony Express, which with its relay of horses made the 2,000- 
mile run in from eight to ten days. 

When the first telegraph wire across the continent got into serv- 
ice this charge was dropped to $1 per half ounce and the letters 
were enclosed in 10-cent government stamped envelopes, one for 
each half ounce. The opening of the telegraph line destroyed the 
Pony Express, but during the last few weeks preceding its end, 
the riders brought an average of 700 letters per week from the 
Pacific Coast. These Pony Express riders carried two pouches, of 
leather, strapped to the rider's saddle, before and behind, and were 
never to contain over twenty pounds in weight. This transportation 
of letters was almost entirely employed by the government, mer- 
chants and traders. 

Today, the Union Pacific fast mail train. No. 9, which runs 
from Omaha to San Francisco, and to Portland, is one of the most 
important and probably the heaviest exclusive mail train in the 
world. It is made up of four 60-foot postal cars and from three 
to five 60-foot mail storage cars, and in riding this train I have 
noticed the speed indicator frequently register seventy to seventy- 
five miles per hour. It has the right of way over all other trains 
and makes ten and a half hours faster time to San Francisco than 
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the fastest passenger train; and woe to the dispatcher or trainman 
who in any way impedes its progress. 

The Harriman Lines are the pioneers in the adoption of steel 
cars. There are twenty-eight all-steel postal cars in service and 
sixty-nine additional now being built — an investment of nearly one 
million dollars. They are all metal, no wood being used in con- 
struction or fittings ; in fact the only wood in the car is in the chairs 
and table tops of the bag racks. They are electric-lighted — no gas 
or oil. All this adds to the expense, but it was volunteered on the 
part of the companies for the protection of the lives of the postal 
clerks and the safety of the mails. 

And now let me present a few figures which may be new to 
many: 

The postal clerks are carried free on the railroads. For travel 
during 1908, reduced to the equal of one man riding, the figures 
footed up about six hundred and thirty million miles. At a rate 
of 2 cents per mile that would be twelve and a half million dol- 
lars. 

Averaging the clerks all around at 160 pounds, their total weight 
would be equal to about fifty million tons, one mile. 

For the year 1909 the government spent 72 cents for rural free 
delivery for every dollar paid the railroads for their entire service. 

Compare the average rate 4 cents per mile paid by the govern- 
ment to the railroad for supplying, maintaining and hauling a postal 
car and its complement of clerks on passenger trains, with the rail- 
road tariff for hauling empty cars on freight trains : Sleeping, din- 
ing and parlor cars on their own wheels are charged for at 12 to 
20 cents per mile ; passenger coaches, 10 to 18 cents per mile ; bag- 
gage, mail and express cars, 8 to 15 cents; freight cars, 6 to 10 cents 
per mile. 

In transportation lingo we use the terms "dead weight" to in- 
dicate the weight of the cars, and it may be of interest to know 
that in hauling freight there is 1 1-10 tons of dead weight to one 
ton of freight, but in hauling mail we have 21 7-10 tons of dead 
weight to one ton of mail. 

As compared with its dealing with all other organizations and 
individuals, the post office department's arbitrary contracts with the 
railroads appear to be very much one-sided, and it would seem that 
the railroads, which are the back-bone of the mail service of this 
country, are entitled to and should receive most liberal support and 
compensation from the government. 
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BLOCK SIGNALS AND AUTOMATIC CONTROL 

(Conclusions and Recommendations of the Block Signal and Train 

Control Board, December 26, 1911.) 

SUMMARY OF LEGISLATION. 

Before stating the conclusions which have been reached by the 
board as a result of its investigations, it will assist to an understand- 
ing of the situation to review briefly the legislation under which the 
work of the board has been conducted and to indicate the present 
status of the question of safety upon railroads as viewed by the 
board. 

By joint resolution of Congress approved June 30, 1906, the Com- 
mission was directed to investigate and report on the use of and 
necessity for block-signal systems and appliances for the automatic 
control of railway trains in the United States. The Commission 
was further directed, in transmitting its report to Congress, to 
recommend such legislation as to the Commission seems advisable. 

In compliance with the terms of this resolution the Commission 
conducted an investigation, the results of which were set forth in a 
report to Congress under date of February 23, 1907, and which was 
published as Senate Document No. 342 at the second session of the 
Fifty-ninth Congress. 

That report contained quite full information concerning the use 
of and necessity for block-signal systems on the railroads of the 
United States, but gave little information relative to appliances for 
the automatic control of trains, as owing to the limited extent to 
which such appliances had been developed and used it was possible 
for the Commission to obtain little more than merely theoretical 
knowledge concerning them. The situation was such that it be- 
came apparent to the Commission at an early stage of its investi- 
gation that Congress could not be furnished with the desired in- 
formation concerning automatic train-control appliances without 
extensive tests conducted by Government agents and at Government 
expense. For that reason, and because the resolution of June 30, 
1906, did not confer authority to make such tests, the Commission, 
on January 3, 1907, addressed a communication to Congress recom- 
mending that supplemental legislation be enacted authorizing the 
Commission or some other governmental agency to supervise and 
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conduct experimental tests of such automatic train-control devices 
as appeared to be meritorious, and that an appropriation be made 
sufficient to secure the services of. competent men to supervise and 
conduct such tests and defray the other expenses incident to such a 
project. This recommendation was repeated in the Commission's 
report of February 23, 1907, before referred to. 

Acting upon this recommendation of the G>mmission, Congress 
provided in the sundry civil act of March 4, 1907, an appropriation 
of $50,000— 

to enable the Interstate Commerce Commission to investigate in 
regard to the use and necessity for block-signal systems and ap- 
pliances for the automatic control of railway trains, including ex- 
perimental tests, at the discretion of the Commission, of such of said 
signal systems and appliances only as may be furnished in connec- 
tion with such investigation free of cost to the Government in ac- 
cordance with the provisions of the joint resolution approved Jime 
30, 1906. 

To carry out the direction of Congress as expressed in this pro- 
vision of law, the Commission appointed its Block Signal and Train 
Control Board on July 10, 1907. 

The American Railway Association, through one of its commit- 
tees, gave the Commission cordial assurance of the aid and co-oper- 
ation of the association in carrying out the direction of Congress, 
and has aided to the extent of securing the use of tracks for such 
tests as have been conducted by the board. 

This board organized on July 12, 1907, and immediately began its 
work of investigation. At the outset it had presented to it for 
investigation and test a great many devices which were intended to 
promote safety in the operation of railway trains, but which bore no 
relation to either block-signal systems or automatic train-control 
appliances, and which therefore could not be dealt with under the 
resolution of Congress, which was specific in its terms. A number 
of proprietors of these miscellaneous safety devices which were thus 
refused consideration brought the matter to the attention of Con- 
gress, with the result that a further direction was inserted in the 
sundry civil act of May 27, 1908, providing that — 

hereafter the Interstate Commerce Commission shall be, and is 
hereby authorized, at its discretion, to investigate, test experiment- 
ally, and report on the use and need of any appliances or systems 
intended to promote the safety of railway operation, which may be 
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furnished in completed shape to such Commission for such investi- 
gation and test entirely free of cost to the Government 

This provision broadened the scope of the board's investigation 
and greatly increased its work. Since it became effective the board 
has investigated and, as far as practicable, reported upon all appli- 
ances and systems intended to promote the safety of railway opera- 
tion that have been offered to it for examination. It is largely be- 
cause of the additional labor imposed upon it by this legislation 
that the work of the board has not been brought to an earlier 
conclusion. 

Coming now to the main purpose of its original appointment, 
namely, investigation and report upon the use of and necessity for 
block-signal systems and appliances for the automatic control of 
railway trains, the board, in its report last year, reiterated its rec- 
ommendation for legislation to require the use of the block system, 
and summarized the results obtained from tests of two automatic 
train-control devices of the mechanical trip type. 

While these tests indicated that both of the devices tested would 
require some modification to make them entirely satisfactory, the 
general results confirmed the view that the principle of the auto- 
matic stop is sound ; and it is the opinion of the board that the use 
of automatic train stops would tend materially to increase safety 
in the operation of trains. The board, however, had not at that 
time secured full information with regard to the performance of 
other tjrpes of automatic train-control devices, and therefore was not 
prepared to make a recommendation on the general subject. 

The board does not, of course, consider that it has by any means 
exhausted the field of investigation embraced in the terms of the 
legislation under which its work has been conducted, but it believes 
that the information gained through such investigations as have 
already been made is sufficient to justify the conclusions and recom- 
mendations now presented. 

The broadening of the scope of its investigation, as effected by the 
provision of the sundry civil act of May 27, 1908, has required the 
board to take cognizance of the whole question of safety in railway 
operation. The board could not confine itself specifically to one 
branch of the subject, such as automatic train-control appliances, but 
was compelled to consider the question of safety on railways gen- 
erally, in all its various aspects. 



256 The Railway Library. 

While the questions of block signaling and of automatic train 
control have been considered sufficiently to enable the board to reach 
reasonably definite conclusions, the general subject of safety in rail- 
way operation as contemplated by the supplemental legislation of 
May 27, 1908, embraces a great variety of questions which can not 
adequately be dealt with by an organization such as this board, pos- 
sessing authority merely to investigate and report 

This general question of safety in railway operation is, of 
course, more important than any of its phases, such as automatic 
train control, and in its investigation, extending over a period of 
more than four years, the board has arrived at certain conclusions 
with reference to this general question which it deems of sufficient 
importance to be stated. In addition, therefore, to stating at this 
time its conclusions on the subject of block signaling and automatic 
train control, the board proposes to discuss in a broad way the 
general subject of safety in railway operation and to point out 
what it believes to be the proper course to be taken to remedy evils 
that undoubtedly exist. 

THE BLOCK SYSTEM. 

The board can add nothing to what it has said in previous re- 
ports concerning the proved superiority of the block system over 
the time interval or dispatching system of train operation. From 
figures collected by the board under authority of the Commission it 
appears that on January 1, 1911, there were 71,269 miles of railroad 
in the United States operated tinder the block system. Of this mile- 
age 17,711.6 was automatic and 63,557.6 was manual. The increase 
in mileage of road block signaled over the previous year was 6,511 
miles, more than three-fifths of which, or 3,473,8 miles, was auto- 
matic. 

As compared with the total road mileage, over 240,000, the 
number of miles worked under the block system is small. More- 
over, the increase in mileage indicated by the figures now under 
consideration was practically all upon roads that already had the 
block system in use. The extension of the system to new roads — 
that is, to roads which had not before used the space-interval 
method of train operation — was not such as to warrant the belief 
that the block system will be brought into use generally within any 
reasonable period of time without governmental action compelling it. 

There is ample justification for such action when the number, 
and particularly the disastrous character, of the collisions which 
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have occurred under the time-interval or train-dispatching system 
are considered, together with the small cost of installation and op- 
eration of a simple form of the block system which would very 
materially diminish the chances of collisions due to defects inherent 
in the dispatching system, and it is greatly to be regretted that the 
extension of the block system has proceeded so slowly. This is 
especially unfortunate in view of the repeated recommendations of 
the Commission to the Congress for legislation requiring the gradual 
introduction of the safer method of handling trains afforded by the 
use of the space-interval system. 

These recommendations should have all the more weight owing 
to the fact that in the block system there is nothing new or untried, 
as it is in successful use on 76 important roads distributed through- 
out the country. All that the Commission has asked is that those 
roads not using the block system gradually conform to the practice 
of the roads that do. 

The propriety of using the block system on lines of light traffic, 
which was touched upon in the last annual report of the board, is 
treated briefly in Appendix B. 

AUTOMATIC TRAIN STOPS. 

In its last report the board noted an increased interest on the 
part of the railroads themselves in the development of automatic 
train-control appliances. As was shown by the annual statistics 
published by the Commission as of January 1, 1911, automatic train 
stops are in use on the lines of the Washington Water Power Co., 
the Pennsylvania Railroad in New York City, the Hudson & Man- 
hattan Railroad and the Erie Railroad, and there is now an installa- 
tion on the San Francisco, Oakland & San Jose Railway. 

Since the date of the board's last report tests of two automatic 
stops of the intermittent electrical contact type and one of the me- 
chanical trip type have been completed. The information obtained 
from tests, together with knowledge of the general state of develop- 
ment of the art of automatic train control, leads the board to con- 
clude that there are several types of apparatus and methods of 
application which, if put into use by the railroads, would quickly de- 
velop to a degree of efficiency adequate to meet all reasonable de- 
mands. Such devices properly installed and maintained would add 
materially to safety in the operation of trains. In many situations, 
under conditions existing in this country, the board is convinced 
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that the use of automatic train stops is necessary to the safe opera- 
tion of trains. 

The board does not wish to be understood as stating that the 
conditions of entirely acceptable automatic train control, as formu- 
lated by it in the 10 characteristics published in its report of last 
year, are fully met by any one of the devices it has thus far ex- 
amined. On the contrary, the art of automatic train control is 
still largely in the experimental stage ; but it is far enough advanced 
to warrant the installation of available devices with a view to their 
further development to meet the demands of safety in train opera- 
tion. 

Having in mind the protection of train movements in particularly 
dangerous locations, the board is convinced that were the use of 
automatic control devices required in such locations railroad man- 
agers would have no difficulty in complying with such a requirement 
in a manner fully to meet the demands of safety. 

Since the disastrous collision on the Baltimore & Ohio Railroad 
at Terra G)tta, D. C, on December 30, 1906, in which 43 persons 
were killed, accidents of the same character have continued to occur 
with a frequency which would be appalling had not the American 
public become accustomed to them. These accidents could have 
been prevented by the use of automatic train stops. 

Few, if any, of the mechanical or electrical elements entering into 
the construction of automatic train-control systems involve any 
new principles, nor are they materially different from the elements 
used by the railroads in the every-day operation of their interlocking 
and block signals, train brakes, and other devices. The ingenuity 
and initiative which have been manifested by railroad engineers in 
the development of much of the apparatus used in the conduct of 
railroad business greatly exceeds, in the opinion of the board, that 
required to produce apparatus which can be superimposed upon 
existing signal systems adequately to compel obedience to the signal 
indications. 

The board does not consider that the question of the actual design 
and construction of the apparatus necessary for automatic train- 
control systems has been as great an obstacle in the way of their 
adoption as the operating questions involved in their use. In view 
of the manner in which they have been used in the situations where 
employed, and the skill with which other problems involving the 
handling of complicated train movements have been met, it is futile 
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to advance any difficulties involved in such a step as an excuse for 
failure diligently to undertake the development and practical appli- 
cation of such devices to general steam surface railroad conditions. 

Further, the board has no hesitancy in saying that had the rail- 
roads directed the same effort toward the' development of automatic 
train-control apparatus that has been devoted to the development 
of interlocking and block-signaling apparatus, we should now have 
adequate installations of automatic train-control devices which 
would permit an engineman to handle his train without interference 
as long as he did it properly, but would intervene to stop his train 
if he disregarded a stop signal or ran at excessive speed where 
speed restriction was prescribed. 

The railroads have been decidedly lax in developing the auto- 
matic stop, and progress has been so slight in this direction that 
the actual experience which is necessary for the formation of proper 
legislative judgment is lacking. The board, therefore, does not be- 
lieve that at the present time legislative compulsion to this end would 
be wise ; it does believe, however, that the railroads should be urged 
and expected to develop the art of automatic train control so as to 
provide devices which will meet their operating conditions. This 
appears to the board to be entirely practicable, and should it not be 
done with a reasonable degree of expedition, steps should be taken 
by the Government to stimulate such action. 

It must not be assumed, however, that the use of automatic de- 
vices of any kind will remedy all the faults at present existing in 
train operation. Such devices can do no more than reduce the per- 
centage of accidents that occur through failure, from any cause, to 
observe the prescribed conditions of safety. The automatic stop is 
purely an emergency device, like the fire extinguisher. We do not 
depend upon fire extinguishers to prevent fires, but when, in spite 
of our elaborate precautions, a blaze nevertheless starts, the presence 
of a fire extinguisher near at hand is often the means of forestalling 
a disastrous conflagration. So with such devices as the automatic 
stop. They can not insure that the fundamental conditions of safety 
on railroads will be observed, but when the necessary precautions for 
the prevention of certain classes of train accidents are ignored, they 
may intervene to forestall the accident which might otherwise 
happen. But when all is said that can be said in favor of the use 
of automatic safety devices, it still remains true that they correct 
none of the fundamental defects in American railway practice. Bad 
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methods of operation and management, inefficient supervision and 
inspection^ poor discipline, and lack of co-operation between the 
different branches of the personnel, deficient structures, roadway, 
and equipment, all of which introduce fundamentally dangerous con- 
ditions, still exist, and can not be remedied by the use of automatic 
appliances. 

GENERAL CONDITIONS AFFECTING SAFETY. 

It is unquestionable that, notwithstanding the increased safety 
due to the extension of the block system during the last 10 years 
and to the increasing use of safety appliances, there is no sensible 
diminution in the total of railway casualties. 

A careful study of statistics will disclose that the accidents which 
occur year after year with such dreadful monotony are due to sub- 
stantially the same causes, thus showing that methods of railway 
operation have not kept pace with the needs of railway develop- 
ment 

The fact which has most strongly impressed the board is the 
lack of some central authority with power adequately to deal 
with the subject of safety in all its phases. The trouble with all 
railway safety legislation thus far seems to be that it has only at- 
tempted to deal with the problem in piecemeal fashion. A certain 
glaring evil has manifested itself or has been brought into 
prominence by the occurrence of a particularly distressing accident 
or series of accidents, and this has led to demands for legislation 
to deal with the particular evil thus disclosed. Such is the force 
that has placed the safety-appliance, hours-of-service, boiler-inspec- 
tion, and accident-investigation laws upon the Federal statute books, 
and such is the force which is now demanding legislation compell- 
ing the use of the block system and automatic train stops, uniform 
signals, steel passenger cars, uniform clearance conditions, and bet- 
ter manning of trains. 

Much of this piecemeal legislation has resulted in good, and there 
can be no doubt that it has greatly contributed to safety. The 
safety-appliance acts particularly have been of inestimable benefit 
to employes. But it is nevertheless true that legislation of this 
character lacks correlation, multiplies administrative functions, and 
duplicates work. It very naturally causes irritation and resent- 
ment on the part of railway managers, because they know not 
where it is going to stop and have constantly to create new func- 
tionaries and introduce changes in their already complex organiza- 
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tions in order to meet its demands. Finally, it produces restdts not 
at all commensurate with its cost both to the public and the rail- 
roads. Furthermore, there are many matters in connection with 
railway operation, having a vitally important bearing upon safety — 
comparatively imimportant each in itself and yet most important 
when taken in the aggregate — which are now being totally neg- 
lected simply because Congress does not take the time and trouble 
to consider them and legislate on them in detail. 

The results contemplated by the joint resolution of June 30, 1906, 
and the supplemental legislation of May 27, 1908, can not be ac- 
complished by any such organization as this board. The mere ex- 
amination of devices intended to promote safety in railway opera- 
tion can lead to but meager results from the standpoint of public 
safety. This board can do no more than render an opinion con- 
cerning the merits of devices examined, and when favorable opin- 
ions are rendered it has only the effect to enable the proprietor of 

the approved device to advertise more extensively. A further evil 

in the situation is that the proprietors of approved devices, and 
even many of those that are not approved, are soliciting Congress 
for legislation compelling the railroads to use their particular 
devices. 

Any further legislation dealing with safety in railway operation, 
to be fully effective, should deal as comprehensively with the whole 
subject of the physical operation of railroads as existing law now 
deals with the subjects of railway rates and accounts. There is 
ample justification for this, as it goes without saying that any 
measure which has for its object the saving of life is of vastly 
greater importance than legislation dealing with the financial opera- 
tions of the railways. 

In other countries it has been found necessary to put such mat- 
ters in the hands of a commission, a cabinet minister, or some other 
executive bureau or officer specially qualified for the work and exer- 
cising ample yet carefully restricted powers conferred by the 
national legislative body. 

To indicate how broadly the question of safety is considered in 
other countries it may be stated that in France and Germany the 
Government assumes complete control over all questions relating to 
the construction, maintenance, and operation of railways that in any 
degree touch their safety as agencies of transportation. 
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Under the various acts for the regulation of railways in Great 
Britain the British Board of Trade has power to supervise the con- 
struction of new railway lines or additions to lines already con- 
structed. This power extends to the permanent way, bridges, via- 
ducts, tunnels, stations, and other works, including signaling and 
interlocking. The board of trade is also authorized to investigate 
accidents and make recommendations looking to the removal of the 
causes of accidents. It is directed to require all railway companies 
throughout the United Kingdom to adopt on all their passenger 
lines the block system and to interlock all switches and signals; 
also to fit all trains carrying passengers with continuous brakes. 
The board of trade may also, for the purpose of reducing or remov- 
ing the dangers and risks incident to railway service, make such 
rules as it thinks fit with respect to the avoidable danger to persons 
employed on any railway arising from any operation of the service. 
Under this provision a code of rules for the safety of employes has 
been formulated by the board. It may also require the use of any 
appliance which has been shown to its satisfaction to reduce dangers 
to persons employed on railways and may require the disuse of any 
plant or appliance which has been shown to involve danger. Rail- 
way companies are required to give all reasonable facilities for con- 
ducting experiments, to be made without risk or expense to the rail- 
way company. 

It is the opinion of the board that with respect to the matter of 
safety the time has come in this country to inaugurate a system of 
supervision over interstate roads somewhat similar in character to 
that now administered through the British Board of Trade. An 
organization should be created having ample, though carefully re- 
stricted, powers of investigation and inspection, as well as of admin- 
istration of laws sufficiently broad to insure adequate regulation of 
the details of construction, maintenance, and operation of all inter- 
state roads, so far as concerns the safety of railroad travel and 
emplo)rment. 

Such a body should assume control of the functions now com- 
prehended under the various safety-appliance, boiler-inspection, 
hours of service, and accident-investigation laws, and in addition 
should take cognizance of matters relating to personnel, methods of 
operation, and the physical construction of railroads, as well as the 
condition of roadway, track and equipment, and should have au- 
thority to require repairs or changes to be made when necessary to 
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remedy dangerous conditions. It should supervise train schedules 
in so far as safety in train operation might be affected by the phys- 
ical condition of roadway and the use or nonuse of means to pro- 
mote safety; in short, it should deal as comprehensively with the 
question of safety on interstate railroads as State railroad commis- 
sions now deal with the question on the railroads under their juris- 
diction. 

The need for such a Federal body is shown by numerous in- 
stances of unsafe practice which have been observed by the board. 
For example, a recent collision on one of the largest and best 
organized railroads in this country, a road which has always been 
foremost in the use of improved apparatus and methods to promote 
safety, was found to have been due to a deficiency in an inter- 
locking plant. One of the most significant facts developed in the 
investigation of this accident was that the electric circuits used for 
controlling the movement of switches and signals at this plant were 
entirely different from those shown by the circuit plan provided and 
on file. 

The board also has knowledge of one road where for a distance 
of 107 miles there is not a single telegraph office, either day or night. 
The traffic on this road is comparatively light, but important trans- 
continental passenger trains are run, and on one portion of this same 
stretch of track only a short time ago a collision between freight 
trains occurred. The condition that would exist were a serious acci- 
dent to happen to a heavily loaded passenger train on this portion 
of the road, say, 40 or 50 miles away from a telegraph office, can 
well be imagined. The use of conflicting rules and signals, a glar- 
ing instance of which practice was mentioned in the board's report 
last year, may also be noted in this connection. 

Conditions like these mentioned, which are liable at any time 
to lead to accidents causing loss of life, are frequently brought to 
the attention of the board. In many cases these conditions exist 
without the knowledge of responsible railroad officers. Inspections 
conducted by the board have developed numerous facts which lead 
to the conclusion that in many cases responsible railroad officers 
either do not know what is going on on their own roads or that 
they are permitting inexcusably dangerous practices to continue 
even when the cost of correcting such practices would be insig- 
nificant. Periodical inspections by some governmental agency em- 
powfered to correct unsafe conditions would have a strctog tttiidiency 
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to insure that inspections made by the railroads themselves would 
be more thorough, and that the corrective measures taken by them 
would be more effective. 

The only progress thus far made in securing greater safety in 
railroad operation has resulted directly from publicity. While pub- 
licity is undoubtedly a powerful influence, it is too much like a 
weathercock, which points only when the wind blows, and, if undi- 
rected, it can not logically be expected to accomplish more in the 
future than it has in the past. The experience of the past affords 
abundant reason for not delaying longer, and any experience to be 
expected in the future, so far as it can aid in forming judgment on 
the necessity of legislation recommended at this time, can only be 
cumulative in character and simply confirmatory of the judgment 
now formed. 

The practical effect of the publicity which would be given to 
bad conditions by the inspections of an organization such as is here 
proposed would be to compel the observance of proper methods 
and a stricter observance by railroad companies of their own rules 
and regulations. The conditions necessary for securing safety are 
well known to railroad managers. They are discussed frequently in 
meetings of railway associations, and organizations of railway men 
are constantly dealing with matters which would be taken cogni- 
zance of directly by this proposed governmental organization. The 
existence of these numerous voluntary railway technical associa- 
tions, of the American Railway Association itself, and of the various 
State commissions point strongly to the necessity for some clearing 
house through which the best ideas of all interested parties can pass 
and be put in such form as to make them available for the benefit 
of all. The railroads are well organized to represent their own 
interests, as are also their employes, but the public must look to 
governmental agency to protect its interests. 

Many of the State railroad commissions now exercise within 
their respective States all the powers here advocated. The board 
believes that a Federal body having similar powers over interstate 
roads is both reasonable and necessary. A large number of the 
railroads traverse two or more States. While the State commis- 
sions have done much to promote safety, each within its special 
field, the general question is as broad as the Federal jurisdiction, 
and can only be properly dealt with by a Federal body. The very 
fact of the limited jurisdiction of the State commissions makes 
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their actions, influenced as they necessarily must be by local condi- 
tions, so diverse as to impose upon the railroads a wide variety of 
regulative restriction, which is not only confusing but annoying. The 
moral effect of a Federal organization in stimulating individuals to 
greater effort and compelling closer attention to the conditions of 
safety would be great 

In matters of railway rates the public and the railroads have in 
the Interstate Commerce G>mmission a body to which all parties 
may appeal. No corresponding body having to do with the more 
important problem of safety in railway operation exists. In the very 
nature of things the presence of a properly constituted Federal body 
could not help but tend strongly to unify the practice of different 
railroads, and by co-operation with State G>mmissioners evolve a 
uniformity of governmental requirement highly desirable fr<Mn the 
standpoint both of the public and the railroads. A considerable 
portion of the existing causes of accidents does not lie in the ab- 
sence of expensive apparatus or complicated installations, but in the 
failure of the roads to provide proper rules and standards for the 
conduct of their operations; or, when proper rules and standards 
are provided, to make sure by frequent inspection and examination 
that they are understood, and by constant supervision to see to it 
that they are properly carried out. By harmonious co-operation of 
the Federal Government with the railroad companies themselves and 
with the various State commissions and associations interested in 
the development of the technics of railroad construction, mainte- 
nance, and operatiori it is believed that methods could be evolved and 
standards to suit different conditions gradually adopted in such man- 
ner as to prove far from burdensome to the railroads and yet 
greatly promote safety. 

There is abundant reason for such a disposition of the matter. 
The Federal Government now regulates the type of cars in which 
mail shall be carried, but has nothing to say about the track or 
bridges over which such cars run; it prescribes in detail the loca- 
tion and design of appliances used by trainmen on both freight and 
passenger cars as well as locomotives, but says nothing about block 
signaling or the interlocking of switches for safeguarding the 
movement of trains; it provides for the inspection of locomotive 
boilers, but has nothing to say about bridges, trestles, or track, 
failures of which cause more wrecks than boiler explosions ; it pre- 
scribes the method of packing and handling explosives for trans- 
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portation, so as to prevent the disastrous effects from derailments 
and collisions, but does nothing to prevent the derailments and col- 
lisions from occurring; it limits the hours of duty of employes in 
train service, but says nothing about the hours of duty of a signal- 
man at an interlocking plant where train orders are not handled, nor 
the hours of a drawbridge tender, a trackwalker, or a watchman. 

The board's recommendations are the result of four and one-half 
years of special study, investigation, and observation; and besides 
this actual experience with conditions existing in this country there 
has been available to the board the experience of other countries, all 
of which has been considered. It is believed, therefore, that any 
further study could only result in more specific recommendation — 
such recommendation, in fact, as should form no part of the general 
legislation proposed. Any further study should be conducted by the 
railroads themselves, acting in co-operation with and under the 
guidance of such a central authority as is here indicated. Such co- 
operation is believed to be absolutely necessary if the results ob- 
tained are to be homogeneous in character and of any real and last- 
ing benefit. Notwithstanding the organization which individual 
railroads can bring into service to solve the problems confrQnting 
them, it is hopeless to expect that any adequate solution can be 
brought about by the railroads acting independently. 

The same is true of State commissions, the membership of which 
is too often political in character and subject to change at frequent 
intervals. It is idle to expect that any uniformly good results could 
be expected from the very large number of such commissions acting 
independently. But if the railroads with their organizations and 
the State commissions can all be brought together and made to co- 
operate under one central authority, then, and then only, can benefi- 
cial results be brought about. 

The board has not ignored the fact that the largest railroad sys- 
tems in the world are to be found in this country, and that the mag- 
nitude of the problem to be solved is greater than in any other 
country; the very magnitude of the problem, in fact, is believed to 
constitute the strongest possible argument in favor of the establish- 
ment of a Federal body, such as is here advocated, to deal with it 

Full weight has also been given to the financial inability of many 
railroads to provide all facilities for promoting safety which their 
officers would be glad to employ, and full recognition has been made 
of the progressiveness of the great bulk of railroad operating offi- 
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cers, whose consistent endeavor it is not only to make the best use 
of all means within their control for promoting safety but constantly 
to secure appropriations to enable them to inaugurate better and safer 
methods of working. The larger railroad companies, or those whose 
income is greatest, would probably of their own initiative have 
undertaken many of the reforms to compel which legislation has 
been enacted. 

It is believed by the board that if such an organization as is here 
proposed were to be created and clothed with adequate power to deal 
with the question comprehensively it would be hailed with satisfac- 
tion by practically all the progressive railroad managers of this 
country. 

Such an organization would need to be headed by men of un- 
doubted ability and would require a large force properly to perform 
its functions. By proper correlation and co-operation of its various 
agencies, however, the work could be done economically, and it is 
believed that the total cost of performing these more numerous func- 
tions under such a plan would not be greatly in excess of the sum 
now spent in carrying out the requirements of existing piecemeal 
legislation. 

M. E. CooLEY, Chairman. 
AzEL Ames. 

F. G. EWALD. 

♦B. B. Adams. 

MmOEITT REPORT 

The establishment of a governmental department or bureau to 
exercise such extensive authority over the railroads as is contem- 
plated in the proposal of my fellow members would be an experi- 
ment of such magnitude and would involve such a marked depar- 
ture from previous practices that it ought not to be tried except in 
the most cautious and gradual way, after a period of negotiation or 
tentative action, and therefore I have not agreed to that part of the 
fourth annual report which embodies this recommendation. The 
evils or weaknesses which are to be found in the railroad service, 
and which are mentioned in the report, are not to be denied or 
minimized. Many of our railroad corporations are administrative 
machines of such magnitude that inefficiency in some of their parts 

^ApproTed, except an to the matter referred to in the minority report. 
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is almost inevitable, and in frequent instances the need of correction 
by an outside authority is undisputed. It is also to be admitted 
that the piecemeal legislation under which our Government at pres- 
ent regulates safety on railways is uneconomical and crude. 

In the separate States of the Union and in Europe may be found 
examples of governmental regulation of the physical operation of 
railroads in which results have been salutary. But to attempt to 
regulate the operations of 240,000 miles of railroad, carried on by 
1,500,000 men, in 3,000,000 square miles of territory, through the 
instrumentality of a man or body of men sitting in Washington, 
with or without a large number of territorial or district agents, 
subordinates, or associates, would be a task involving many new 
questions, for the settlement of which there is no precedent to serve 
as a guide. This Government runs the Post Office Department with 
a good degree of efficiency, but its problems in that department are 
exceedingly simple compared with the problems of railroad opera- 
tion. The Interstate G^mmerce Commission inspects freight cars 
all over the country, and this work has had beneficial results, but 
here also the problems are simple and are dealt with under the stipu- 
lations of a rigid statute. The British Board of Trade has exer- 
cised useful functions in the promotion of safety on the railways of 
the United Kingdom, acting through its four accomplished inspect- 
ing officers, but these officers' powers have never been other than 
recommendatory in any department of their field imtil after a long 
period of experiment. Compulsory powers have been granted by 
Parliament only after the inspectors, the public, and the railway 
officers have had opportunity to study the situation so as to be able 
accurately to estimate the probable effect of compulsion. 

The question of railway safety is large and complicated. Perplex- 
ing problems beset the managers of the roadway department, the 
locomotive and car department, and the department of personnel, 
which latter includes train operation. All these departments have 
to admit as constant partners the traffic and financial departments, 
to which they must look for money for support. The relation of 
Government to these railway operations must be, primarily, that of 
inquirer. Conservative public sentiment in this country is jealous 
of governmental interference in private enterprises. The doctrine 
of laissez faire is not entirely dead and out of date. The country 
is so large and its problems so difficult that that doctrine is neces- 
sary, in spite of its incidental evils. The people are jealous of 
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interference even as to those enterprises which perform public serv- 
ice and exercise monopolistic powers, except as faults of manage- 
ment which harm the public are seen to be so bad that "reform from 
the inside" can not be hoped for. Bad management, therefore, 
whether shown in the use of unsound rails or the employment of in- 
competent men on trains, whether in excessive speed of trains over 
poor tracks or in overworking officers, demands, in the first place, 
inquiry — ^publicity. Publicity often cures obscure evils which can 
not well be reached by governmental agencies directly. 

As regards the question of safety, our Federal Government has 
thus far attempted no important regulation of railways other than 
publicity, except to require, as in the safety appliance statutes, that 
all railways shall adopt the practices of the best railways. In going 
thus far we are on tolerably safe ground. No very bad mistakes 
have been made. But for the Government to command specific 
changes in railway practice, except in this cautious way, would in- 
troduce a radically diflferent policy. If and whenever an agent of 
the Government decides what a railway officer shall do, the State as- 
sumes some degree of responsibility for the acts of such officer. 

It will be agreed that inquiry and the securing of publicity should 
properly be the first step in anything that the Government may do 
in this field. And this first step should be taken before proceeding 
to make laws concerning others. Beyond publicity we enter an 
untried field. A railroad president, in dealing with the important 
questions concerning safety which come before him for decision, has 
the counsel of a board of directors and the advice of well-paid sub- 
ordinate officers, possessors of valuable technical and detail knowl- 
edge. The Government investigator, coming in to give these ex- 
perts advice, labors under serious disadvantage. If he is an expert, 
like the British officers or like the engineer of an American State 
railroad commission, he will probably have to tackle each problem 
single-handed. Or, if comparison be made with the doings of some 
of our State commissions, we see the deadening influence of uncer- 
tain tenure of office, imperfect appreciation on the part of the public, 
resulting in small salaries, and the distraction of political influences. 
The Government officer must be a rare man, both as to education and 
experience and as to character and integrity, to be able satisfactorily 
to decide the intricate questions presented, even from the narrow 
scientific or administrative standpoint, to say nothing of deciding 
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the financial issues involved or of advising Congress how to frame 
compulsory legislation. 

If the railroads of this country, after due warning from the 
President, voicing an intelligent public sentiment, shall take no effec- 
tive steps to correct clearly defined evils, this rare man (or men) 
should be sought out. The natural way to secure him (or them) 
would be to get a few of the best available and test them as in- 
vestigators. The Government investigator should be a "high- 
grade" man, at least as high as the manager of the operating depart- 
ment of any one of our large railroads. The railway manager's task 
has often proved to be, and the governmental investigator's task is 
likely sometimes to prove to be, so difficult as to baffle the best talent 
Such being the case, trial is the only safe test. The tasks being 
intricate, the officer's education, experience, and character must be 
so high that his failure to accomplish what is expected or hoped for 
will not result in his condemnation. In many things his functions 
will be akin to those of the Supreme Court, and a personal character 
so strong that the public will accept unwelcome decisions is a prime 
desideratum. 

The successful action of the British Government in promoting 
safety on the railways of the United Kingdom has been referred to. 
It is to be observed that this success has been accomplished by very 
slow degrees. The four inspecting officers are men of education, 
technical training, and experience. More than that, they follow a 
pretty settled policy. The appointing power sees to it that vacan- 
cies are filled with men who will work efficiently in conjunction 
with the older inspectors. (The "board of trade," so far as it re- 
lates to safety in details of operation, may be said to be simply a 
minister — the president of the board of trade, who is a political 
perscm — and the four inspecting officers; that is all.) Compulsory 
legislation is adopted by Parliament only where experience has 
pointed out a plain path. The inspectors are only human and they 
sometimes make mistakes. Their problems are difficult and, there- 
fore, the rule that their conclusions as to railway operation shall 
be recommendatory and not mandatory is not only desirable but 
rational. 

A very reasonable and safe, yet progressive, course for our Gov- 
ernment to take in the matter of railway safety legislation would be 
to enact the proposed law making the use of the block system 
oompdsoryi The principal section of this Ia\v is drawn in general 
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and liberal terms. It simply requires the block system without pre- 
scribing apparatus or details. To require the use of the block sys- 
tem is simply the making of the best practice the general practice. 
Such a law has a firm basis in experience — ^widespread, general, and 
long-continued experience. The function of the governmental ad- 
ministrative body would be that of seeing that a well-understood 
requirement was complied with. It would, no doubt, be necessary 
for the Government to supervise such a law through tl^e medium of 
competent men, possessing railroad experience, but such adminis- 
trative officers would not have the difficult or complicated questions 
which would arise in the general governmental supervision of rail- 
road safety in all its phases. 

The question of automatic stops, from the standpoint of the 
United States Government, is the opposite of the block-signal prob- 
lem. Instead of being simple, it is to a considerable degree elusive, 
because many questions concerning the efficient installation and 
operation of automatic stop apparatus are yet to be settled by ex- 
periment Neither the Government nor any other body can at this 
time prescribe simple rules which are sure to be satisfactory; and 
a statute dealing with matters of this kind is quite likely to be 
abortive unless it is simple. It is to be remembered that with the 
best block signaling facilities and interlocking and with competent 
enginemen the occurrence of collisions which would have been 
prevented by the use of automatic stops is so very rare thiat a 
mathematical comparison of the relative safety in operation (with 
versus without stop apparatus) can not be made. Compulsory legis- 
lation would be likely to be either wasteful of resources or else in- 
eflfective by its crudity. 

Even the block-system legislation, as proposed by Mr. Esch's 
bill, would be somewhat experimental. Much caution would be 
necessary to avoid mistakes, for the introduction of the block sys- 
tem in the best form is costly and in many cases must be slow. 
If the most complete apparatus is used the first cost is large. If a 
road is to use the minimum apparatus and depend more on the 
efficiency of the men, it must train these men with care, seeing 
that they have conscience and character as well as technical ability. 
The company must educate supervising officers to attend to this 
training of the rank and file, and in many cases must accomplish 
a consfdterablfe implrovfement in the quality of its offiters. 
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If three, four, five, or six men competent to deal with large 
questions of railroad operation were to take up, on behalf of the 
Government, the problems relating to the safety of passengers and 
employees which are now pending; if, having full powers of in- 
vestigation, they were to devote to these problems their entire time 
for a year or two, and if they were then to lay before the Commis- 
sion, the Congress, and the public the results of their studies, then 
the proposal of the majority of this board could profitably be con- 
sidered. 

B. B. Adams. 

Note. — ^Unfortunately the railway accidents preventable by any of the meas- 
ures contemplated in the inquiry of the Board consUtute less than one-eighth of 
the total — the vast majority of which in railway operation the world over are 
traceable to individual carelessness, recklessness, disobedience of orders or law- 
lessness. Already, as the Board said in its third annual report "NOWHERE IN 
THE WORLD have appliances for safeguarding railway transportation been so 
highly developed as in this country." 
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BAIL BATES AND WAOES 

(Editorial in The Railroad Trainman on Chairman Prouty's TraflSc 

Club Address.) 

In an address to the Traffic Club of Pittsburgh, March 28, the 
Honorable Charles A. Prouty, member of the Interstate Commerce 
Commission, gave expression to his views on the subject of railroad 
rates, railroad wages, and their relation to the public. If the Com- 
missioner has been fairly quoted, he takes a rather peculiar position 
in regard to railway employes and would place them in the same 
position as the railroad companies themselves when a request for in- 
creased wages had been made to the railroad companies. We quote 
from the press reports of the address as follows: 

"Suppose organized railway labor makes a further demand for 
increased wages, and that the railroads accede to this demand. The 
increased wage adds to the expense of operation and reduces net 
revenue. The railroad applies to the Interstate Commerce Conmiis- 
sion for leave to advance its rates on this account. What now is to 
be the answer of the Commission ? 

"The railway rate is paid by the whole body of the public. If, 
therefore, this increase in wages is unjustifiable, and if on that ac- 
count an increase in rate is allowed, it results that the general public, 
including all other forms of labor, is required to pay what is unjust 
and unreasonable. 

"Must the government not therefore be satisfied not only that 
the added wages are paid by the railroads, but that they are neces- 
sarily and properly paid? And is not ttie railroad thus placed in a 
most unfortunate and embarrassing dilemma? 

"Consider this matter now for a moment from the public view- 
point. It was recently suggested that certain demands would be 
made by railroad labor in a certain section of this country which 
would be supported, if not complied with, by a general strike of all 
classes of trainmen. Ought the {>ublic not to protect itself against 
the consequences of such possible action? 

"I have believed that it would be finally found necessary to pro- 
vide by federal enactment that no strike should be declared by or- 
ganized labor upon any interstate railroad until the question at issue 
had been submitted to arbitration and a certain length of time had 
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intervened after the award, and after notice that the strike would 
be inaugurated, notwithstanding the award. 

''It is doubtful if we could compel either the railroads or the 
employes to comply with the awards. But certainly, in view of the 
stake which the public has, the government may require of the 
railroad as its servant, upon the one hand, and of organized labor, 
as a condition of its organization, upon the other hand, that the 
use of these public facilities shall not be interrupted until every at- 
tempt has been made to avoid that necessity." 

There is no new argument in the statement that increased wages 
means added expense to the cost of operation and consequently a 
reduction in net revenue. The railroad, however, has to go to the 
Interstate Commerce Commission for permission to advance its 
rates when its costs of operation threaten to make its business un- 
profitable. The Interstate Commerce Commission so far does not 
appear to feel that a question of increased wage cost to the railway 
companies entitles these companies to an3rthing so long as the best 
paying roads are able to make a fair showing in their earnings. The 
Commissioner asks what is to be the answer of the Conunission. 
Other businesses not regulated by the government would pot ask 
any such advice from the public They would simply add the in- 
creased cost of operation to the cost of their product, but the rail* 
way, under the disadvantage of having to allow the public through 
the Interstate Commerce Commission to arrange business so far as 
its costs are concerned, has the dual disadvantage of having to 
satisfy the public and the Interstate Commerce Commission. 

The Commissioner said very truly the railway rate is paid by the 
whole body of the public. The rate on everything else is paid by 
the public. It is true that the individual may not directly purchase 
everything that is produced but the entire public, directly or indi- 
rectly, does and the individual pays his proportion of the increased 
cost of ever)rthing produced, whether he buys every individual 
article of production or not. 

The public, for example, does not buy steel buildings, but it 
pays for them. 

The question is asked by Mr. Prouty, "If, therefore, this increase 
in wages is unjustifiable?" etc. Who is going to determine whether 
a demand for increased wages is justifiable or not? The employer 
naturally says the increase is not justifiable; if it were left to his 
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judgment the railway employes of the United States, and every 
other country for that matter, would not be earning enough money 
to make it worth while to go to the pay car to collect it. The em- 
ploye naturally looks at the amount of work he is doing, compares 
it with what he has done in the past, and measures his increased 
earning ability with the increased responsibility and the diflference 
in the work he performed for a certain wage and decides what he 
believes his increased labor entitles him to. The public is not the 
judge in these matters any more than the railway employes are 
going to be permitted to judge the justice of an increased cost in 
cotton and woolen goods because of a ten per cent increase in the 
New England factory district, nor because of a 30 per cent increase 
in the price of glass, nor because of the increased cost of coal 
through the jobbery of the coal mine owners who have forced a 
suspension of operations in order to get rid of a surplus amount of 
stock and to find an excuse to boost the price of their product. The 
coal mine companies at least can not find a justifiable cause for 
increase in cost above the cost of increased wages, but there isn't 
any doubt but that the advanced rate of wages will be far exceeded 
by the advanced cost of hard coal. 

The public as a whole has not yet reached that point where its 
general interest in humanity will lead it to believe that any increase 
to its particular cost of living is justifiable from any viewpoint, al- 
though individually each unit, or group, of the public earnestly be- 
lieves that whatever it produces is entitled to a higher price. 

The Commissioner takes a rather peculiar position when he asks 
that the government must be satisfied that wages are necessarily 
and properly paid. While the Interstate Commerce Commission has 

been empowered by law to do certain things to the railroads it can 

take it for granted right now that if it ever seeks the authority to do 

as much to the railroad employes that there will surely be things 

doing in legislative circles. 

The railroad employes in this country are going to be the judges 
themselves as to whether wages demanded are justifiable or not 
They can not be accused by any one of having made unjust demands 
on their employers from a viewpoint of earnings based on past 
service, capitalization and the apparent cost of operation, and their 
increased duties and responsibilities. 
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The G)mmissioncr appears to be trying to hatch out of his argu- 
ment a scheme for the compulsory submission of every disputed 
question to arbitration. We believe in arbitration ; we believe it is 
the sensible method of disposing of industrial controversies, but we 
do not propose nor do we believe the railroads or their employes 
would submit to any proposition that takes out of their hands at any 
stage their absolute right to dispose of their own differences. 

No strikes are declared by organized labor on railroads utitil all 
of the questions in dispute have been thoroughly discussed and the 
public given ample opportunity to know all of the ins and outs of 
the controversy. But to go into the question, for instance, as 
Canada has done, which places all of the advantage on the side of 
the employer and takes away every advantage from the employe, 
will not be entertained by the railway employes of the United 
States for one minute. 

We believe in voluntary submission of controversies and we be- 
lieve that this ground has already been covered so well that it is 
past the experimental stage and in the future can be relied upon 
to bring about desired results more quickly and much better than it 
has in the past, but when the question becomes one of letting the 
public decide whether railroad wages are justifiable or not we take 
the same position the public does in its relations to its own produc- 
tion and wages and say that we feel fully able at the present at least 
to take care of these questions of controversy that rise between us. 
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CORRELATION OF AMERICAN INDUSTRIES 

By L. E. Johnson^ President Norfolk & Western Ry. G). 
(Before the Traffic Club of Pittsburgh.) 

"And if a kingdom be divided against itself, that kingdom cannot stand. 
*'And if a house be divided against itself, that house cannot stand." 

— The Gospel according to Saint Mark, 8:24-25. 

Whoever speaks of "The American House of Industry"* in 
Pittsburgh may well feel that he addresses an elder branch of that 
impressive family at one of its principal and most favored seats. 
In the district that derives its name from this City and in turn has 
made this City what it is, the genius of the American people has 
wrought most mightily and has erected the most stupendous and 
potent productive mechanism known to the world. Here inventive 
skill has combined the most efficient processes and the most eflfect- 
ive machines for transforming inert masses of ore and fuel into 
means for satisfying the wants of the world's consumers ; here labor 
and capital are organized on a tremendous scale, not to combat one 
another but to work together, as co-ordinate productive agents, to 
create those values which, equitably divided between them, permit 
a high standard of living, ample wages and abundant opportunity 
to the one and fair interest and wholesome profits to the other. 

This City is the center and heart of the great American steel 
industry, that industry which is well known as the barometer of 
industrial conditions and of which it has been well said, that it is 
either a prince or a pauper. Here, when industry is active and 
traffic presses closely upon their facilities for moving it, the Amer- 
ican railways (and also those of other countries) must come for 
material to extend their lines and to augment the capacity of those 
that already exist. To you, in such times, the railways look for 
rails, cars, signalling apparatus, materials for locomotives, metal 
specialties of an hundred varieties. And here, too, when the ac- 
tivity of industry diminishes, when the weight of adverse conditions 
beats down enterprise, is felt the full and immediate effect of the 
injury. 

Pittsburgh is, to the railways, not only a market in which they 
must seek materials and supplies, but it is also a center of traffic. 



*The oriflTlnal title of Mr. Johnson's address. 
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To this center they bring food and other articles which it does not 
produce for the consumption of its people and an abundant share 
of the raw materials which its industries require. From this center 
they take away, ultimately to pass to every quarter of the habitable 
globe, the greatest traffic, in bulk and value, that originates within 
any other region of similar or even considerably larger area. The 
traffic so supplied is not alone of importance to the roads which 
reach the Pittsburgh District, but wherever an American railway 
exists and participates in the interstate commerce of the American 
people, there is a channel for shipments originating here, and there 
also move, in greater or less volume, the products of Pittsburgh's 
industrial activity. These facts, recognized as soon as they are 
mentioned, point unmistakably to the mutual inter-dependence ex- 
isting between the productive industries of this district and the 
transportation agencies by which they are served, including among 
the latter not only the railways that reach Pittsburgh, but, as well, 
those that unite with them to form routes to all the markets in which 
Pittsburgh buys or sells. The activity of production here is the ac- 
tivity of the transportation industry over all these routes, the 
prosperity of the one is the prosperity of the other, depression of 
the one is the depression of the other. 

The industrial institutions and associations of this City serve 
well to establish the truth of the assertion that manufacturing and 
transportation, at least, are co-ordinate branches of the American 
House of Industry. Agriculture may, indeed, be able to enforce 
its claim to being still the dominant branch, as it is unquestionably 
the eldest, but neither Agriculture nor Exchange, both important 
members of the family, may look down with too great assurance 
upon their sturdy co-partners who share in the duty and respon- 
sibility of maintaining the position and dignity of this great House. 
All are brothcrs-in-fact and all are inextricably bound and inter- 
dependent by reason of the great complexity of modem industrial 
association. The situation evokes the law laid down by the greatest 
Law-Giver of the Ages that "a house divided against itself — cannot 
stand." Shall the American House of Industry become a "house 
divided," or, winning by mutual understanding, by wise adjust- 
ment of temporary and relatively unimportant differences to more 
complete solidarity, shall it shape its destiny so as soon to attain 
to its rightful kingdom of Industrial Supremacy? America has 
the natural resources; its people possess the character, the ability. 
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the skill to contrive and the strength to pursue ; the necessary cap- 
ital is available, the East is ruddy with the dawn of the day of re- 
alization; nothing but America itself can block America's way to 
that pre-eminent position which European industry cannot much 
longer maintain if the force of American competition is not throt- 
tled by domestic misunderstandings. 

Such an occasion as this may best be utilized, therefore, to con- 
sider how most fully to foster and to perpetuate that harmony of 
understanding and that consistent tmity of action which, without 
sacrificing one branch of the American House of Industry to any 
other branch, will enable all to work together toward the common 
aggrandizement. The fact that such conferences as these are held 
is, in itself, most encouragingly persuasive that the desired end will 
be accomplished. 

The initial requirement which must be recognized as the basis 
of such co-operation as has been urged is the admission on the part 
of both buyers and sellers of railway service that both parties to 
these transactions are performing co-ordinate functions of similar 
importance, and that the contract between them ought to be on such 
terms as to enable both to benefit therefrom. Economic efficiency 
may, in fact, be defined as consisting of ability to produce some- 
thing, whether steel rails or railway transportation, pickles, or 
pumpkin pies, and to dispose of that something on such terms as 
satisfy both producer and purchaser. It is well, I apprehend, that 
either party shall admit that the other has met this requirement, 
even though proof may not be forthcoming. After all, this degree 
of mutual consideration ought not to be difficult of attainment. 
What would be the value of the most complete and extensive stock 
of groceries if there were no means for getting them into the hands 
of consumers ? What would be the value of the most complete and 
efficient equipment of delivery trucks and wagons, if there were no 
goods to be delivered? The answer is that Pittsburgh without rail- 
ways would be as impossible as railways without traffic 

From the recognition of this incontestable fact to the realization 
that, unless both producers and railways are able to earn satisfac- 
tory returns, there will be a decrease in the supply of whichever is 
at a disadvantage, is but a short step. Because of their mobility, 
both labor and capital tend away from the less remunerative indus- 
tries and toward those more profitable, until an adjustment is ef- 
fected. Prosperous production, therefore, requires and implies 
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prosperous transportation and prosperous railways cannot exist 
without prosperous producers. 

On the railway side, recognition of this requirement has long 
found expression in the adjustment of charges for freight transpor- 
tation to the necessities of the purchasers of transportation ; in other 
words, in the consistent effort to open all markets to all producers 
by means of transportation rates which will yield profit to both 
parties without burdening either. This is the real meaning and ap- 
plication of the much misunderstood principle of "what the traffic 
will bear," and when so properly defined and fully comprehended 
it is plain that it is the only principle upon which the present de- 
velopment of American industry could have been accomplished. 

The application of this principle in the daily n^otiations be- 
tween the shippers and the railways has created a class of highly 
practical students of the conditions of production and consumption, 
who as traffic officers of the railways, serve the latter most efficiently 
when they are of the greatest service, also, to the producers. That 
traffic officer is most efficient whose industrial vision is most acute, 
whose knowledge of the field of production is at once the broadest 
and most detailed, whose appreciation of the changing needs of 
actual and potential shippers is most sensitive and sympathetic So 
satisfactorily have traffic officers, as a class, met these require- 
ments that it is but fair to say that, through their traffic departments, 
the railways possess and utilize a very complete store of knowledge 
concerning the industrial conditions and demands of the American 
people. I apprehend that, in the main, the relations between the 
shippers and the railways have been maintained chiefly through the 
traffic departments, in the full light of this knowledge, with an in- 
telligent desire to acquire more knowledge and with not a discredit- 
able degree of wisdom. That mistakes have been made is not to be 
denied, but that these have been relatively rare and unimportant ex- 
ceptions is most unhesitatingly asserted. 

The Interstate Ccwnmerce O^mmission has never looked too 
leniently upon railway conduct and there are those who have re- 
garded it as prone to exaggerate admitted evils, if not at times to 
find evil where none actually existed, yet the commission has for- 
mally given testimony in favor of the large body of American rail- 
way traffic officers. I quote from one of its annual reports as 
follows : 
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"Of course there are various conditions — commercial and other- 
wise — which act in most cases as checks upon arbitrary conduct, 
and even where such safeguards do not exist it stands to the credit 
of railway managers that they are rarely chargeable with wanton 
extortion 

"In view of their opportunities, it is perhaps not too much to 
say that the obligations of neutrality in this regard are usually ob- 
served, and that discriminations of this character are not often the 
subject of complaint. Ninth Annual (1895) Report of the Inter- 
state Commerce Commission, pp. 16-17." 

What must be the answer to the inquiry whether the knowledge 
and sympathy of the railways for the producers have been fully re- 
ciprocated? Perhaps it would not be becoming on the part of any 
railway officer, before this body, to suggest its answer to that in- 
quiry. Yet, he may certainly be permitted to express the opinion 
that, while shippers may at times have failed to show that sensitive- 
ness to railway rights and that recognition of railway necessities 
which might have been desirable, the lapses are readily explained. 
The great mass of shippers are dealers upon a moderate scale in 
the products of a single, simple department of industrial activity 
and cannot be expected to take as broad a view of the needs and 
conditions growing out of relations to all forms of productive in- 
dustry as the railway officer whose success is dependent upon his 
ability to adapt his course so as efficiently to serve the largest pos- 
sible number of producers, producing points, and forms of produc- 
tion. On the other hand, it is asserted that most of those shippers 
who forward their traffic in large voltune maintain a consistently 
sympathetic attitude toward the railway industry and are generous 
and considerate in their dealings. Their daily and intimate con- 
tact with the carriers, bringing with it a necessary recognition of 
inter-dependence and of reciprocal service, has supplied that under- 
standing from which nothing less significant could have sprung 
than full acceptance of the truism that fair and even generous deal- 
ing is the expression of the most enlightened self-interest. 

The carriers cannot escape a large share of responsibility for the 
failure of the smaller shipper to pay due regard to so essential an 
element in the relations between them. Engaged in the performance 
of a service of quasi public character, holding their rights to ad- 
minister their own property, as they do, subject to the public right 
of supervision and subject to such modifications of their practices 
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or methods as public opinion may justify, it is the fault of the car- 
riers themselves if they have failed to induce a favorable public 
sentiment through the legitimate instrumentality of the fullest and 
most friendly understandings with their smaller as well as their 
larger patrons. Admitting, however, for the purpose of the argu- 
ment, the utmost dereliction in this respect that can be charged 
against them, the railways, having resolved no more to sin by these 
omissions, may rightfully demand the support and assistance of 
the larger shippers in bringing about a satisfactory understanding 
with all shippers. Authority for this position lies in the incon- 
trovertible fact that the aloofness of the smaller shippers is the 
direct result of their fear or mistrust of their larger competitors. 
This finds frequent and emphatic expression in the repeated aver- 
ments by smaller shippers that they are not so much concerned 
as to the actual charges upon their shipments provided they can be 
assured that no on else is permitted to ship at lower rates or upon 
more favorable terms. The abolition of rebates but partly solves 
the problem, though I cannot but regard that as the most notable 
accomplishment in traffic affairs during the past decade. And, in 
passing, let me say just here that, while not failing to give due and 
proper credit to Congress, the Commission, and other governmental 
authorities for their part in bringing about this needed reform, yet 
we should not fail to remember that no small part of this result has 
been due to, the initiative and co-operation of the railway managers 
and traffic officers of this country and to their cordial support in 
making the laws on this subject thoroughly effective. To sell trans- 
portation in wholesale quantities to a large and regular purchaser has 
not lost its attractiveness, nor has the ability to offer traffic in 
enormous quanities been deprived of its persuasive power. Mir- 
acles are as unlikely to result from regulative legislation as from 
any other sort of human effort. The larger shipper still possesses 
the advantages, in negotiations concerning rates or facilities, which 
grow out of the revenue producing value of his traffic and if these 
advantages are pressed there are lawful possibilities, the realization 
of which would be resented by those unable to profit by them. 
Every railway traffic officer and every industrial traffic manager 
knows the truth of this assertion and both recognize the necessity 
of resisting the admission into railway practice of any concessions 
to the large shippers which would warrant resentment from any 
quarter. If railways were not prohibited from entering, among 
themselves, upon those arrangements which would make self-re- 
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straint effective and secure stable rates and the orderly mainte- 
nance of reasonable relations with all shippers, the remedy would 
be in their own hands and they could apply it with wisdom and 
finality. But, their hands are tied by existing laws and even the 
recently adduced "rule of reason" apparently does not relieve them 
from the burden of the uneconomic methods which those laws 
impose upon them. Therefore, it is necessary for them to invoke 
the co-operatfon of the larger shippers and to ask of the latter, 
that they shall not, in the furtherance of narrow and selfish in- 
terest, press upon even the weakest carrier demands for lawful con- 
cessions which, if admitted, would become the subject of complaint 
and bring about a new period of controversy and unrest. The 
railways are fully warranted in making this request, for they can 
rest it confidently upon the truth that no mere advantage in rates 
or facilities which any carri&r could lawfully grant would, in the 
end, compensate for the injuries which would come to all through 
a renewal of the controversies that have characterized the decade 
just ended. 

Public sympathy is always with the poor as against the rich, 
with the weak as against the strong, with the small as against the 
great. The under-dog may have his jaws firmly gripped upon the 
throat of his rival, but while the noise of the contest continues the 
sympathy of the crowd is his. The smaller shipper may have im- 
mense advantages in production and even in the common market, 
but let him acquire a grievance against a railway over allied fa- 
voritism to a larger competitor, and he has only to air it in public 
to convince many that duty requires them to agitate for his redress. 
This attitude of the public is neither unnatural nor to be con- 
demned. Doubtless public prejudice in favor of the small shipper 
will yield to reason if it appears that he has complained without 
justification but, even though explanation be practicable, the occa- 
sions requiring explanation should be reduced to a minimum. In 
short, if mutual understanding between the buyers and sellers of 
railway transportation is essential to the general well-being — and I 
have spoken in vain if I have not established that truth — ^the small 
shipper must not be disregarded. He, too, must be satisfied, for 
his prosperity and his contentment are the safeguards of the 
rights of the larger shippers, the guarantors of the prosperity of 
all. 

When shippers and railways unite in the determination "to live 
and let live" the railways may well be asked to formulate a stand- 
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ard for their own well-being with which they will be satisfied. It 
will not be difficult, I apprehend, fully to meet that requirement. 
The railways ask nothing more than the unquestionable enjoyment 
of stable revenues sufficient to permit them to fully maintain the 
integrity of their properties and properly to render the services 
which the public demands of them and a moderate return upon the 
private capital invested in the public enterprise. If, however, a road 
is so fortunately situated as to be able to earn a larger return as the 
result of the imposition of rates which are reasonable, just and un- 
discriminatory, then no one should gainsay its right to receive such 
return. When the supply of railway labor is satisfactory in quality 
and ample in quantity, when capital is available at fair rates and in 
sufficient amount to build all proper extensions and to provide for 
all improvements that would increase efficiency and minimize the 
possibility of accidents, we would have a condition that applies to 
every well-conducted, successful American enterprise. Any other 
condition ought to be, and in long run will be, quite as unsatisfac- 
tory to the general public, as to railway managers and owners. 
Under present conditions, I am inclined to think that it is possible 
to narrow the standard somewhat further and that, for practical 

purposes, in this direction, the question may be considered settled 

when it is ascertained whether capital currently flows in ample 

volume into the railway industry. That is, after all, the standard 

which will measure success or failure. 



THE COMPETITION FOR CAPITAL. 

It is impossible to predict what voliune of new capital will be 
needed for railway development in the United States for even the 
next five years. Yet no one doubts that the amount will be very 
large or that industry will be seriously affected if it is not forth- 
coming. It is necessary, then, to give heed to the conditions under 
which it must be obtained. One of the most significant of these 
conditions is the inevitable competition for capital with the produc- 
ing establishment and groups of such establishments which consti- 
tute the larger shippers. Within scarcely more than a decade there 
has been a great change in the attitude of the general investor to- 
ward manufacturing undertakings. Formerly the capital for these 
enterprises was supplied by those directly interested in them and 
by their immediate associates, who neither sought nor hoped directly 
to draw largely upon the general investment funds that are handled 
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through the great exchanges and money centers of the world. But 
now all this has been changed. The numerous combinations of 
the smaller industrial enterprises to form larger single organiza- 
tions, promising large profits and permitting the issuance of securi- 
ties resting upon broader bases and with, apparently at least, less 
risk of loss from local depression or disaster, have opened the great 
exchanges to the share and bond offerings of these productive con- 
cerns. At the same time the pressure of increased cost of living 
upon the large class that is wholly or partially dependent upon in- 
come from securities has rendered a very large body of investors 
exceptionally eager to obtain somewhat higher rates of return than 
is usually obtained from investments in railway securities. This 
mutual desire has, in part at least, been met by those in charge of 
industrial enterprises, with the result that large sums of money 
which might otherwise have sought investment in railway construc- 
tion and betterment have been diverted. This effective competition 
for capital is not likely soon to cease and it may therefore be safely 
assumed that in the immediate future railway investments must be 
made more attractive and safe if the railway industry is to obtain its 
proper share of available capital. 

The second consideration has reference to the existing capital- 
ization of nearly all the larger American railways. Two general 
classes of railway securities now exist and are outstanding in the 
hands of the public, both of which have numerous sub-classes. The 
most conservative investors, including that large class representing 
fiduciary investors consisting of savings banks, insurance com- 
panies, trustees, and others, who, from the nature of the laws con- 
trolling such investments, require the utmost safety, confine their 
investments in railway capital to high-grade securities consisting 
usually of first mortgage bonds, and will only become the purchasers 
of these when they know that they are strengthened by additional 
expenditures made upon the property, which expenditures are them- 
selves represented by interest paying or dividend paying securities; 
This class of investors are usually satisfied with relatively low per- 
centage rates of return, but demand unquestioned security for the 
payment of both principal and interest. We must recognize the 
fact that the larger portion of the capital, which represents the tre- 
mendous investment in the properties of the railway companies of 
this country, has heretofore come from this class of people. Those 
investments, however, have already been made and represent, in a 
large measure, the values of the present property of the railway; 
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and, in considering this condition, we must not fail to, recognize the 
additional fact that these first mortgages run for long periods of 
time, their maturity is projected into the distant future, and that 
the first mortgage bond in most cases can no longer be utilized by 
the railway companies as a source of capital or credit. Their pur- 
poses have been accomplished, the money has been received and 
has been expended — in the majority of cases, I doubt not, with wis- 
dom and prudence — in the construction of the great highways which 
have heretofore served and are now serving the commerce of this 
Nation. 

In their history, however, it has been and will be necessary for 
the railway companies to appeal to all classes of potential investors 
and hence they issue junior mortgage bonds, income bonds, equip- 
ment trust obligations, convertible bonds and both common and 
preferred shares. These forms of securities have been issued from 
time to time as conditions demanded, and as they could be sold on 
the market In many cases the securities of the railroads, especially 
their junior securities, have been marketed at higher rates of in- 
terest ; or, if at a lower rate, then at less than their par value. Such 
a condition is unfortunate and it is to the interest of the shipping 
public that those conditions should no longer exist. The railway 
companies, holding their property as they do under public super- 
vision, should be permitted to establish and maintain such suitable 
rates as will g^ve assurance to the investing public that the roads 
will be permitted to earn a sufficient income to pay the proper re- 
turn upon such investments as are necessary to provide for the 
public service. When assurances of this kind are given, a properly 
managed road should be able to go before the conservative investor 
and ask for investment in the junior securities of the road upon 
terms which will permit progress in economic development, and the 
establishment of the facilities demanded by the public. 

The capital required for this progressive development must come 

as the result of the sale of securities whose attractiveness and safety 

will depend upon the earning capacity of the railroad rather than 

upon the value of the property as a salable asset This earning 

capacity must be shown to be uniform and progressive, year in and 
year out Its sole foundation rests upon fair, reasonable, and suit- 
able rates. When the investing public is satisfied that a policy 
which will permit such stability has been adopted as the result of 
deliberate judgment of the people of this country, I feel safe in 
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predicting that the necessary capital will be available to the railroads 
on such terms as will enable them to perform a far greater service 
to the people than they have been able heretofore to render. 

In the creation of this public sentiment, the shippers must take the 
leading part and I appeal to thoughtful men that it is absolutely to 
the interest of the shippers that this condition may be brought about. 
These facts are the basis of a legitimate appeal for the consideration 
and co-operation of all shippers, both large and small. The Ameri- 
can House of Industry is of imposing strength, but even with har- 
mony and co-operation its strength is not greater than is needed in 
the contest that is in progress. Divided, it cannot stand, much less 
could it continue in prosperous development. 

It is incumbent upon all to think calmly and clearly, to throw 
aside prejudice and narrow selfishness and to work together with 
candor, harmony, and fair dealing for the common good. 
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STATE BAILWATS OF FRANCE 

By Marc de Valette, 
Avocat, Paris. 

(Specially Prepared for the Railway Library.) 

In an address at the closing' session of the National Civil Service 
Reform League of Philadelphia, held on the evening of December 
15, Judge Martin A. Knapp, of the Qjmmerce Court, in speaking 
of a more extended government control, says : 

"Even thoughtful men do not always realize how things 
are tending in this great country. Let us look at the extraordinary 
increase in the number and scope of government activities, the tre- 
mendous breadth which they have assumed." 

Judge Knapp goes on to ask whether it is really the business of 
the governments to assume such responsibilities and to encroach 
upon what has heretofore been considered as private enterprise. If 
he feels confident that "the results will be commensurate with the 
government's activities," I would draw his attention to a very sad 
experiment which has now been going on for three years in 
France. 

There are two State railways in France. One, however, is made 
of a lot of secondary lines that had been opened by small private 
companies and which, for various reasons, could not carry out their 
enterprises: The State bought them out and amalgamated them 
into the first "Reseau de TEtat." It is- doubtless true that the geo- 
graphical location of that Company does not enable the State to 
secure such good commercial results as for instance those of the 
"Compagnie du Nord." But for all that, its management is worked 
on exactly the same basis as that of the Ouest-Etat, of which I am 
presently to speak. 

The Compagnie de I'Ouest — well known to Americans who come 
over to Paris by Le Havre, since Paris-Le Havre is one of its main 
lines — ^was redeemed more than three years ago by the State, under 
the pretense that the management was not good and that the ex- 
penses and guarantees of interest to be incurred by the Treasury 
were too high. Perhaps, in order to shed some light on that argu- 
ment, I may say that all French railways were built imder the regime 
of concessions granted by the State, exclusively for their respective 
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portions, to the companies: TEst, le Nord, TOuest, Paris-Oileans, 
Paris-Lyon-Mediterranee and le Midi. In order, however, to en- 
courage the French public to subscribe to those private companies 
the necessary capital, the State, besides other obligations which it 
took upon itself, guaranteed the payment of 4% interest to be re- 
funded at the time when the companies sh^U be redeemed by the 
State. 

"L'Ouest" was therefore redeemed because of its^ bad manage- 
ment. Now let us see what has been done after three years by the 
new management; what remedies have been applied, and what are 
the financial results of 1911. 

In order to give an idea of that "reseau" and of its possibilities, 
it may be advisable to give first some figures and statistics, and to 
state that it runs through Normandy, which is perhaps the richest 
part of France, with Le Havre — ^a very important seaport — ^as one 
of the terminal points. The actual traffic is very important and the 
possibilities of the line are extremely promising if we look at the 
following figures : 

During the summer of 1911 the average number of trains for 
passengers circulating every day was: 

Main lines 1,453 

Suburb lines 1,058 

Total .2,511 

The ntunber of passengers during the last ten years has in- 
creased in the following proportions: 

Years No. of Pas. 

1901 ' 96,692,563 

1902 94,540,479 

1903 94,640,679 

1904 95,754,567 

1905 97,317,621 

1906 101,657,791 

1907 105,065,406 

1908 : 104,774,945 

1909 109,667,202 

1910 111,738,674 

At the end of November, 1911, the rolling material was: 

Engines of all descriptions 1,953 

Tenders 1,416 

Carriages for passengers. 4,680 

Trucks for goods 38,181 
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The lines operated at the present time amount to 5,992 kilo- 
metres (3,715 miles). 

The gross income for exploitation amounted in 1911 to 
233,014,000 francs. The net loss was no less than 38,262,700 francs. 

The question naturally arises: Why are the results so bad 
whilst all the private companies in France can return interest to 
their shareholders? There are many reasons which are siunmed 
up in this short sentence: The management of the Ouest-Etat 
company is exceedingly bad. This can easily be shown by a few 
instances. 

Out of the 1,953 engines there are at the present time 229 which 
have been used for 50 or over 50 years! There are besides 984 
engines which are kept in use although it is admitted by the officials 
that they are no longer fit for the work required from them. Only 
955 machines are of a modern tjrpe. This explains the various 
causes for which the roads are every now and then blocked and the 
traffic stopped. During the first nine months of 1911 no less than 
919 engines had to stop on their way for want of power or from 
being damaged. The result of this may be exemplified by the 
following record which I quote from the ^'Railway World:" 

"A very serious case of late delivery concerns the paper works 
at the little town of Meulan on the Seine, only twenty-five miles 
from Paris. A formal complaint that has been sent as a monthly 
circular to the State Railway for a year or so gives the time taken 
for transportation from Meulan to Paris as three weeks. This 
works out at a speed of a mile and a half a day. A truckload of 
paper sent from Meulan on September 28 was delivered in Paris 
on October 24; on Monday, November 13, another truckload was 
delivered ; it had been dispatched on October 16. This was the re- 
sult of the ordinary goods service. 

"The manager decided to try the fast goods service at 60 per 
cent higher tariff. A wagonload was dispatched on October 24. It 
was not delivered until November 11. The manager has refused to 
pay the higher freightage. Meanwhile other means have been at- 
tempted. The consignments have been addressed to other goods 
stations in Paris, but with no better result. The paper mills have 
therefore decided to abandon the railway, and have bought a 
couple of motor wagons, which give a service twenty times more 
rapid than the State Railway. 
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"An expert mathematician gives the speed of the State Railway 
goods service, computed from these facts, as 101 J4 yards an hour, 
but apparently this was more rapid than in other instances. A con- 
signment of six sacks of wax from the BatignoUes Station in 
Paris to the suburb of La Garenne took twelve days for a distance 
of a little over four miles — rather more than twenty-one yards an 
hour. 

The roads are in a bad condition and although it was de- 
cided, when the government took over the management of the 
Western Company, that 2,250 kilometres of lines were to be en- 
tirely reconstructed, the amount of kilometres actually reconstructed 
have been: 

For 1909 66 Kilom. 

1910 224 KUom. 

1911 420 Kilom. 

Total TtJDO Kilom 

Bad engines and bad roads easily account for delayed trains 
arriving at the Paris Stations (Montparnasse, St. Lazare, or Les 
Invalides) delayed over fifteen minutes were, for the month of 
July, 1911, in the proportion of 52.7%, and I am sorry to say that 
this was not much better during- the other months. 

The following figures show the percentage of trains delayed 
over 15 minutes on the whole of the reseau during the first nine 
months of 1911 and during the same months of the previous man- 
agement : 

Percentage of trains delayed over 15 minutes : 

1911 Under prev. man. 

January 15.3% 4.8% 

February 8.0 2.4 

March 5.0 1.3 

April 5.3 2.2 

May 2.8 1.1 

June 5.3 2.4 

July 13.9 2.2 

August 11.6 4.6 

September 12.8 7.9 

Any private company would find a remedy for such a situation : 
it would cut down the expenses which are not strictly necessary. 
Far from doing so, the State has within one year created 6,280 new 
posts or situations and a very good joke has been circulating about 
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a bookkeeper recently appointed — apparently a high official's pro- 
t6gi — ^who said that he had "horreur des chiffres et de la compta- 
bilite." This shows in what spirit the clerks and employes of the 
company approach their work. But the Government finds its own 
profit by creating 5,280 new posts; it will get 5,280 votes above 
those which were expected. In the meantime the public, that good 
French public, saves money in order to pay new and heavy taxes and 
support a railway company from which they get the worst services. 

If there is any doubt about the above statements, or if they 
are thought to be exaggerated, I may quote the words of 
Monsieur Yves Guyot, who had for those years the management 
of the old Reseau de TEtat, as a minister of State. He states dis- 
tinctly in one article published in "Le Matin" of the 10th Decem- 
ber, 1911, that whenever the budget concerning the said company 
was examined and discussed, his colleague the Minister of Finance, 
who was M. Rouvier, always asked him to leave over for the fol- 
lowing years whatever concerned reconstructions of the roads and 
the buildings, or the buying of new rolling stock and whenever 
any of these reconstructions were begun, they were endlessly in- 
terrupted. One line of 70 kilometres (37 miles), for instance, was 
built in seven years. 

The employes, he says, are to be considered as voters and sup- 
porters of the Government, that is why they are more and more 
exacting and do not attend to their duties. They act as a sort of 
union and the Government has no power to refuse what they ask, 
under such circumstances, regarding wages, salaries and conditions 
of work. 

It should be remembered that in consequence of the great rail- 
way strike of 1910, which for a few days paralyzed most of the 
traffic in France, the companies dismissed a certain niunber of the 
employes who had been foremost in the strike movement and 
strongly advocated not only the strike but also revolt against the 
companies. After the few hot days of the struggle all the dis- 
missed employes asked for their "reint^ation," but the com- 
panies — at least the private ones — ^argued that the dismissals were 
due not to the fact of the strike itself, but to indiscipline and to the 
doctrine of "sabotage" (that is to say "destruction"), preached 
openly to all, and therefore refused the "reintegration des che- 
minots," a phrase, by the way, which has been uttered many a time 
all over this country, as during one year and even more than one 
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year various members of the "Chambre des Deputes," pressed by 
their electors, raised the question of the readmission of the railway 
rioters before the Minister of Public Works. In spite of the ef- 
forts of the Government and especially of the Monis Cabinet, which 
did its best for the "Cheminots" and strongly urged the companies 
to readmit them, none of the private companies gave way to that 
strong official pressure, • decided as they were to do away with 
whatever smacked of indiscipline and revolt. 

This was a wise resolution which was approved by all French- 
men who like good order and good service, but, sad to say, 
the Government did not follow the example set by the pri- 
vate companies, and at the cost of indiscipline of future dis- 
sensions, even at the cost of the passengers' lives, the Cheminots 
were readmitted to their posts for the only reason that they were 
voters and supported the Government. "When the employes of the 
Ouest-Etat want to influence the Minister of Public Works, the 
general manager, the managers of the various departments," says 
Monsieur Yves Guyot, "they know that nothing is more eosy, thanks 
to their number, to their votes and to the organization of their 
union ; if the general manager or the heads of the various depart- 
ments want to resist the employes, the Minister of State asks them 
confidently not to bother him : *ne me f aites pas d'affaires.' " It 
is true that in France there is a false conception of the State, 
especially among the small people, they all of them imagine that the 
State is their father and that being very rich, that good father ought 
to pay them big wages for doing nothing. 

There is a "project de loi" introduced by the late Ministere Cail- 
laux, the object of which is to substitute the authority of the Gov- 
ernment for that of the private companies as regards the "em- 
ployes." There is a very good reason for that, says Monsieur 
Jaurfe, the French socialist leader, as we have now a good proof 
that the working classes get much higher wages from the State 
than from private enterprises. The Ouest-Etat has granted to its 
"personnel" a statute which private companies refuse to their own 
employes, and it is a great comfort to think that the "Reseau 
mod^e" spends now 35,000,000 francs more wages than the old 
company. It is a triumphant way to say that the welfare of the 
general public is of no importance in comparison to that of the 
"Cheminots"; as regards the commercial and financial possibilities 
of the lines they are also to be sacrificed to that socialist conception 
of men and things. 



294 The Railway Library. 

We hope, however, that the projet de loi referred to will fail; 

there are good reasons for such failure. It is needless to say that 
the management of the Ouest-Etat is unpopular in France, and 
the experiment made for the last three years is quite conclusive. 
Besides, it is said that in France "le ridicule tue," ridicule is a 
deadly arm; if so, the management of the Ouest-Etat should have 
been buried by that time. It is exceedingly funny to hear or to see 
all the daily jokes played upon that poor St. Lazare Station and 
upon whatever is connected with it. St. Lazare means disorder, 
riots, tumults, incoherence and high unconcern of officials and 
clerks. It also means, I hope, that one experiment of that kind is 
enough. 

FRENCH STATE RAILWAYS. 

(From the Railway News, London). 

In a report on the French Budget for 1911 the British Minister 
of Paris gives the following table showing the return per cent on 
the outlay for the construction and maintenance of the State rail- 
ways since 1900: — 

OLD STATE RAILWAYS. 

Return 
Closed account — Outlay. Net Produce. p.c. 

1900 £25,038.080 £486.225 £1.94 

1901 25,516,240 607,122 1.98 

1902 26,000,440 643,657 2.09 

1903 26,416,320 570,545 2.16 

1904 26,877,040 555,701 2.07 

1906 27,278,040 695,070 2.18 

1906 27,902,590 572,705 2.05 

1907 28,586,280 572,705 1.87 

1908 29.860.439 452,950 1.64 

Provisional flgrures — 

1909 29,971,588 498,195 1.66 

Budffet estimates — 

1910 81,035.588 498,326 1.59 

1911 32,131,988 474,052 1.47 

Western or new State railways. — State debt on Ist January: 

1909 £110,044,000 

1910 109,052,000 

1911 107,776,000 

1912 106,460.000 

Cost of first establishment (works, purchase of rolling stock, etc.): 

Special Treasury account — 

1909, expenditure £1,73 0,900 

1910, credits voted 2,686,480 

Supplementary Budsret — 

Credits voted 4,344,720 



State Railways of France. 295 

WORKINa ACXKDUNTS. 

Sums to Deficit (after 

be paid to takinff into 

the Western, account the 

Supple- Company flgrures in 

mentary Working Surplus and charges thepreced- 

Budsret. Receipts. expenses. receipts. on capital, ingr column). 

1909 £8,717,600 £5,588,000 £3,129,«00 £4.872,000 £1,242,400 

1910 9,100,800 6,555,248 2,545,562 ,4,624.000 2,078,448 

1911 9,320,560 6,860,368 2,470.192 4.716,512 2,246,320 

HISTORY AND RECENT LEGISLATION. 

As the system of administering the French State railways has 
been changed by recent legislation, which comes into effect with th* 
finance law of 1911, the moment is opportune for giving a brief 
survey of the history of these railways since the time of their ac- 
quisition by the State. The greater part of the following informa- 
tion was contained in the report of the Budget Committee. 

The old system of the State railways — the new system being the 
Western railways lately acquired by the State — was formed in 
1878 by the purchase of a number of small isolated systems, mostly 
of local importance only, which the concessionaires could not either 
finish or keep up in a proper manner. In 1878 a law was passed 
in which it was stated that until regulations in regard to these rail- 
ways had been drawn up the Minister of Public Works would en- 
sure their provisional working in such a manner as would be the 
least onerous to the State financially, and that decrees would be 
issued respecting the working expenses and receipts. The Minister 
for Public Works pointed out at the time that the intention was 
to create an entirely provisional condition of affairs which might 
be ended or continued without causing any disturbance in the pub- 
lic services. The administration of these lines was to form a sort 
of supplement to the other administrations, but was to act entirely 
independently, though placed under careful and rigorous control^ 
The Government, instead of adapting to the working of its lines 
the rules which the great railway companies had from their long 
experience found most suitable and had therefore adopted, did their 
best to erect a barrier between working the lines and developing 
them in the interests of the public. It was decreed that the cost 
of all the works of first establishment, i. e., upkeep and extension 
of lines, upkeep, increase and development of rolling stpck, etc., 
was to be met from the resources of the main Budget, but the 
Receiver-General of the State Railways was to have no official 
cognizance of the amount of such cxjien'diture. Since 1882 the ac- 
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counts of the State railways have been kept in a supplementary 
Budget, annexed to the main or general Budget, and in this way 
are subject to Parliamentary control. The net receipts from the 
railways are inscribed in the main Budget among the items of 
revenue derived from State industries. The expenditure on extraor- 
dinary work executed on the railways is not included in the sup- 
plementary Budget but in the main Budget in the expenditure of 
the Ministry for Public Works. The annual charges on the debt 
incurred in 1878 by the State, when the lines were purchased, do 
not appear anywhere separately, but are included in the general 
service of the public debt. It is, therefore, extremely difficult to 
ascertain what amount of profit, if any, the State derives from its 
railways. 

Owing to their direct connection with and influence on the 
main Budget, the State lines were subjected to every sort of 
financial vicissitude, and no attention was paid to either the com- 
mercial character of the undertaking or to its obligations in respect 
of the public. In 1895 the Administrative Council of the State 
lines was abolished, and its powers were transferred to a Director, 
who, assisted by a Consultative Board, was immediately responsible 
to the Minister for Public Works. Such has been the system of 
administration up to the present time. From a financial point of 
view the administration of the State railways is a hybrid partaking 
of the character of a railway company and of that of an ordinary 
department of Government, and as such is said to have neither the 
elasticity of the one nor the raison d'etre of the other. From an 
administrative point of view, the administration possesses an or- 
ganization which in respect to certain questions resembles a com- 
pany of which the Minister for Public Works and Parliament con- 
stitute the council of administration, and in respect to others is, no 
more than a department of the Ministry for Public Works, per- 
forming the duties of a chief engineer. This regime has been criti- 
cized mainly for the three following reasons: Firstly, because of 
the complete subordination to the necessities of the general Budget 
of all annual expenditure required for development and improve- 
ment; secondly, because the ordinary resources of the Budget are 
burdened with expenditure on public works of which future gener- 
ations only w:ill reap the full benefit; thirdly, because of the con- 
fusion which exists between the State and the administration of the 
railways in regard to the constitution, to the development of the 
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equipment of the lines, and to the redemption of the loans devoted 
to railway purposes. 

THE LAW OF 1908. 

The financial system instituted in 1878, and amended in 1895, 
being generally condemned, the necessity of reorganization be- 
came urgent and obvious when the bill for the acquisition by the 
State of the Western railways was laid before the Chamber in 
1906. It was impossible to preserve the same organization for a 
system of railways 8,913 kiloms. (6,570 miles) in length, and real- 
izing annual receipts of over £11,080,000, as had served, and in- 
adequately served, for working one of 2,967 kiloms. (1,855 miles), 
realizing only £2,360,000 per annum. A bill for remedying this 
state of aflFairs was drawn up by the Government in 1907, which . 
was approved by the Budget Committee of Public Works, but time 
did not permit a discussion of the bill in Parliament, and it 
was ultimately dropped. Meanwhile, long discussions took place 
both in the Chamber and in the Senate in regard to the bill for the 
purchase of the Western railways. Both Houses agreed to the 
purchase, the difficulty was to find a satisfactory method of meet- 
ing the expenditure which the purchase and the working of the 
lines would entail. Finally, in July, 1908, a law was passed, of 
which Article 2 ran as follows: "A special law shall be made re- 
specting the organization and administration of the lines. The finan- 
cial measures for regulating all expenditure which the purchase 
and working of the lines will entail up to the date of the promulga- 
tion of this special law as well as the general conditions of the 
provisional administration shall be determined by a law." This 
last-mentioned law was passed in December, 1908, and provided 
that the Minister for Public Works should be charged with the 
provisional working of the lines until the special law was passed, 
which was to be by 31st December, 1910. The special law for 
definitely determining the organization of the purchased lines was 
also to fix the conditions under which the special account, author- 
ized by the present law and secured on the proceeds of a loan, 
would be closed and redeemed. In accordance with the law of 
December, 1908, the supplementary Budget comprised all the work- 
ing expenses which the Western Railway Company had borne and 
had met out of revenue, excepting the deficit to cover which appli- 
cation was made to the Government's guarantee of interest. The 
special account opened with the Treasury included all the working 
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expenses which the Company used to pay by means of loans. Short- 
term Treasury bonds were substituted for those loans. Details in 
regard to the purchase of the Western railways and the 
estimates of revenue and expenditure in the supplementary 
Budgets of 1909 and 1910 will be found in the reports on the 
French Budgets for those years. 

PROPOSALS OF THE FINANCE LAW, 1911. 

In spite, however, of the provisions of the law of December. 
1908, the Finance Bill for 1911 provided not only for fresh expendi- 
ture in the special account for the purchased lines, but also for the 
opening of an analogous special account for the old State lines. 
The Budget Committee decided that they could not accept his pro- 
posal Meanwhile, the Government laid the draft of the above- 
mentioned special law before the Chamber, but as time did not allow 
for the adequate discussion and the passing of the measure before 
the end of 1910, the Budget Committee suggested a solution of the 
difficulty that the provisions for definitely settling the adminis- 
tration of the Western railways should be incorporated in the 
finance law for 1911. To this the Minister for Finance agreed, 
and the necessary articles were inserted in the Finance Bill. The 
following is the substance of the articles in question : — 

All State lines are to be under one administration, subject 
to the authority of the Minister for Public Works. Revenue and 
expenditure are to be inscribed in two supplementary Budgets, 
one for the old and one for the new system of State lines. Sup- 
plementary or extraordinary credits, which may be required in 
the course of the year, must be sanctioned by a law. When 
Parliament is not sitting, such credits are to be countersigned by 
the Ministers for Public Works and Finance, and submitted to 
Parliament for approval. Redeemable bonds will be issued by 
the Minister for Finance to meet expenditure on extraordinary 
works and to reconstitute certain reserve funds of the Western 
railways. These bonds are to be redeemable within fifty years, 
and are to be issued exclusively for the benefit of the State lines. 
The maximum amount to be issued in a year is to be fixed in the 
finance law. The charges connected with the purchase of the West- 
em railways will be inscribed in the supplementary Budget. The 
annuities for which the State was responsible in virtue of its agree- 
ment with the railway company are, as heretofore, to be inscribed 
in the main. Budget, and will be paid by the Treasury to the railway 
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administration. The State railways are to be administered, under 
the authority of the Minister for Public Works, by a Director and 
a Council. The expenditure will be controlled by an of&cial ap- 
pointed by the Ministers for Public Works and Finance. The 
Director and the Council, consisting of twenty-one members, are to 
be appointed by the Minister for Public Works. 

HUMOR OF FRENCH TIMETABLES. 

(From "The Standard," London, October 17, 1911.) 

A novel method of promoting closer harmony between railway 
timetables and the actual running times of trains has been adopted 
by the West of France, State Railway. That the trains on most 
of the French lines rarely ever run to the scheduled time has long 
been notorious, but it appears that this little inconvenience has been 
satisfactorily overcome by the administration of the line mentioned 
above, and that in the simplest manner imaginable. If the trains 
will not run according to the timetable, what could be easier than 
to revise the timetable so as to keep pace with the lagging trains? 
Here is a scheme that the subtle "Bradshaw" probably never 
dreamt of, and hence, no doubt, its grim retention of that bewil- 
dering maze of mathematical facts — ^as they ought to be. For 
"Bradshaw" is no respecter of speed — or the lack of it. If a train 
is supposed to run from London to Birmingham in three hours, 
"Bradshaw" simply says so, and there's an end, even if the trains 
run twenty minutes late on each trip. But they have recently started 
arranging these matters better in France. 

The new winter timetable of the West of France State Rail- 
way is not based on preceding issues, but upon the actual times 
occupied by trains in their respective journeys during recent months. 
This system is certainly much easier than going to all the trouble 
of accelerating the service, and has besides the extra advantage that 
the trains on that line at least will no longer be late. Whereas 
hitherto the stipulated times of departures and arrivals were purely 
mythical, they will henceforth be statements of fact, unless, of 
course, it should again become necessary to apply additional brake 
power to the — timetable. 

Up to October 15, according to that statistical Mtinchhausen, 
travelers journeyed from Paris to Rouen in one hour and 45 min- 
utes — ^metaphorically speaking — ^but now they will be able to make 
the trip in 2 hours and 6 minutes. Incidentally, this was the exact 



300 The Railway Library. 

time the expresses took before. The 7:60 p. m. train from Paris 
had contracted a habit of arriving 24 minutes late; that difficulty 
has been removed by starting the train 31 minutes earlier, which 
may enable it to arrive 7 minutes before time ! The 6 :11 p. m. from 
Paris used to reach— on paper — Saint-Sever at 7 :25 ; henceforth it 
' will depart 11 minutes earlier and reach Saint- Sever 13 minutes 
later than before ! The 9 :20 p. m., which was formerly booked to 
pass Rouen at 11 :35, now leaves 20 minutes earlier and arrives 9 
minutes later. There are numerous examples of the kind in this 
work of chronological art; let one more suffice: A fast train, 
hitherto intended to start at 5 :40 and reach a certain place at 7 :41, 
will in future start at 6:29 and arrive at 7:64 — ^being respectively 
11 minutes earlier and 13 minutes later! 

A consideration of the new timetable seems to prove that State 
ownership of railways is not the ideal arrangement it is generally 
asserted to be. So far as France is concerned the experiment has 
been extremely disappointing from every point of view. Not only 
has the service been most unsatisfactory to the traveling public, but 
the financial results have fallen far behind reasonable expectations. 
Instead of improving with time, matters have gone from bad to 
worse. One has only to compare the enterprising policy of our 
own railway companies — all privately owned — with the best known 
examples of State lines to realize the beneficent influence of strong 
competition. Lack of competition invariably means lack of initia- 
tive and progress ; there is no incentive to improvement, even where 
the necessity for it exists." 
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STRIKE AND LOCK-OUT LEGISLATION 

(From Engineering, London.) 

The appearance of a volume of memoranda* prepared by the 
Labor Department of the Board of Trade, and relating to legis- 
lation abroad having reference to lock-outs and strikes, is to some 
extent opportune, the more so as this collection of extracts of laws 
has especial reference to those forms of industry which come within 
the term "public utility services." For this term there is, as it hap- 
pens, no exact definition. In the ordinary sense it might be re- 
garded as covering all industries the temporary interruption of which 
would cause inconvenience or danger to the public. This, however, 
often appears to be too wide an interpretation. The actual term is, 
as a matter of .fact, seldom used, and in those instances in which 
it is employed has very varied meanings applied to it. The public 
utility services are, in a general sense, supposed to include water 
supply, electric and gas lighting, means of public locomotion and 
communication, etc. It seems rather strange, in these days of hy- 
gienic propaganda, that with one exception, no specific reference, so 
far as we can find, is made so as to include sanitation within the 
term. How near akin this particular service is to those generally 
accepted as coming under the definition must be realized by all who 
read of the unfortunate conditions which prevailed in certain dis- 
tricts of Liverpool during the strike of August last. Instead of the 
term "public utility service," certain countries prefer to refer to 
these matters in another way. Reference is not made to the in- 
terruption of a service, but to interference with "necessary com- 
modities." In New South Wales, for instance, and in New Zealand, 
special conditions are imposed with respect to workers connected 
with supplies which have become necessities of life. In the former, 
in addition to gas and water supply, special conditions are imposed 
on workers connected with the coal industry and with the supply 
of "any article of food, the deprivation of which may tend to en- 
danger human life or cause bodily injury." The supply of electricity 
is not specifically mentioned. In New Zealand special conditions 
cover a wider scope — coal supply, electricity, coal-gas, water, milk, 
slaughtering and supply of meat, and the working of means of pub- 
lic communication. Canada brings mining within the class requir- 
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ing special conditions, since eflFects of the disturbance of the min- 
ing industry are so widespread. 

The form taken by legislation connected with lock-outs and 
strikes of all sorts varies immensely. It ranges, on the one hand, 
from complete prohibition, to the prohibition of such actions merely 
during any official attempt to bring about a settlement of the dis- 
pute. Nine European countries have legislation designed to avoid 
strikes of employes engaged in public utility services, and of these, 
five absolutely prohibit such workers to strike. In three other 
European countries strikes are illegal imless regulations requiring 
notice, etc., are complied with. In other countries the limitations 
imposed on strikers merely relate to the completion of a task in 
hand, but in others strikes are indirectly rendered impossible in pub- 
lic services owing to the attitude of the Government towards unions 
and such-like organizations. 

So far as British dominions are concerned, legislation in this 
direction has gone furthest in Australasia. Each of the various 
States comprised in the O>mmonwealth and the Dominion of New 
Zealand has its own laws ; and, in addition, since federation, a Com- 
monwealth law has likewise been brought into being having refer- 
ence to disputes which affect more than one State. Such disputes, 
if it be in the public interest to do so, are to be settled by a Court 
which has power to make an award. For the purpose of enforcing 
such awards, penalties may be iQflicted, and these may be executed 
against the property of an organization. If the funds of the organi- 
zation are insufficient, individual members may be proceeded against 
Several of the individual States follow similar lines connected with 
the working of Conciliation Boards or Arbitration Courts. 

In Western Australia an Act providing for the settlement of 
disputes by conciliation and arbitration is in force. Under it, it is 
illegal to bring about a strike or lock-out. The Government em- 
ployes on the railways of this State are organized and are dealt 
with by the Government as an industrial union, and seven industrial 
agreements entered into by the Railway Commissioners with the 
employes were in force at one time recently. Inciting to strike is 
illegal, and trade-union officials have been sentenced in this con- 
nection to fines of as much as £50. The New South Wales legisla- 
tion provides for the settlement of disputes in various industries, 
and especially is intended to cover the conditions relating to workers 
connected with the supply of "necessary commodities," a definition 
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of which has been given above. Decisions of the Boards or Courts 
are liable to enforcement. Penalties up to £1,000 per individual can 
be imposed for taking part in a strike or lock-out, or in default, 
two months' imprisonment. Twelve months' imprisonment can be 
given to persons inciting others to strike. Meetings for the purpose 
of instigating or managing a strike or lock-out are illegal and 
persons taking part in them are liable to twelve months' 
imprisonment. The most interesting strike in New South 
Wales of recent years was the great coal strike of 1909-10, during 
which several leaders of the men were arrested, and sentenced to 
eighteen months' hard labor, and a large number of lodge officials 
were sentenced to fines of £100 each, and in default of payment were 
sent to prison. 

In South Australia the penalty for an organization guilty of 
causing a strike or lock-out is £500 and for an individual of £20. In 
default of payment imprisonment is inflicted. Tasmania also has 
its strike and lock-out legislation, while provisions are also made in 
Victoria with a like preventive object. In the latter State, however, 
the strike is not declared illegal ; but in the event of a strike, or a 
determined movement to strike, a wages board award may be 
suspended by the Governor. The State railway employes come in 
for special provisions, by which, if they strike, they forfeit all rights 
to pension, gratuity, compensation, superannuation, or retiring al- 
lowance, and are liable to dismissal, though reinstatement may be 
granted. Queensland has wages boards in operation, but no re- 
strictions on the freedom to strike or lock-out are imposed. 

New Zealand has, perhaps, had more legislation of this kind 
than other countries. The reference of industrial disputes to coun- 
cils of conciliation is obligatory. The Government railway servants 
are dealt with as an organized union by the Minister of Railways. 
Workers who are party to a strike while an industrial agreement 
affecting them is in force are each liable to a fine of £10, and em- 
ployers who are party to a lock-out are, under similar circumstances, 
liable to a fine of £500. Outside persons instigating a strike are 
liable to fines of £200. Special penalties of a rather heavier rate are 
imposed in the case of strikes connected with certain specified in- 
dustries, the interruption of which would cause pubKc inconveni- 
ence. It appears that 80 per cent, of the fines inflicted on strikers 
and employers have bttn coflected in New Zealand. 
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In Canada legislation partakes of an altogether diflFerent char- 
acter. It makes provision for the appointment of a Committee of 
Conciliation in case of a "diflFerence" likely to lead to a strike. The 
Committee is appointed by the Minister for Labor, on his own 
motion, or at the request of a municipality affected. The Commit- 
tee has power to investigate and report publicly. Strikes, pending 
reference to a committee or during investigation, are illegal. This 
legislation now refers to railways, the mining industry, etc. Penal- 
ties are inflicted for going on strike or locking-out, or inciting to 
either during these proceedings. Prosecutions have been instituted 
under these Acts. In some cases employers have been fined for lock- 
outs, in others union officials for inciting to strike. 

In Nova Scotia a lock-out or strike is forbidden pending set- 
tlement under the Miners' Arbitration Act. In Ontario Councils of 
Conciliation exist, but there is no penalty for, nor prohibition of, 
strikes and lock-outs. In the Transvaal the Act adopted operates 
something after the manner of the legislation in Canada, and has 
special reference to the prevention of strikes in the mining industry, 
public services, and trades to which the provisions may be specially 
applied, of which there are at present fifteen. Prohibition of lock- 
outs and strikes pending investigation and report is enforced by 
means of penalties consisting of imprisonment, or of fines for each 
day during which the strike or lock-out may be in operation. 
Officials of companies and unions can be proceeded against. 

In the United States, generally speaking, the individual States 
recognize the right to strike, and picketing, so long as it remains 
of a peaceful character, it is not interfered with. Intimidation, how- 
ever, is illegal. The railway employes do not come merely under 
State regulation. When serving corporations engaged in inter- 
State business, they are under the supervision of the Federal authori- 
ties, and several Federal laws interfere with their freedom in this 
direction. Three such laws are considered to bear on this point. The 
first is the Federal Anti-Trust Act of 1890, which forbids every 
contract, combination, or conspiracy in restraint of inter-State trade. 
Though introduced originally to check the activities of capital, it is 
now taken as applying likewise to combinations of labor. The sec- 
ond Act of importance is the Obstruction of Mails Act, whicli makes 
it illegal to obstruct the mail service. The third is the Inter-State 
Commerce Act, which requires carriers to afford all reasonable facili- 
ties for the interchange of commerce. Actions which interfere with 
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this are illegal. In addition, there are several State laws prohibiting 
the abandonment of trains, locomotives, etc., before arrival at desti- 
nation. 

' Among European countries, restrictions in France amount to 
little more than provision in this last direction. Employes may not 
abandon trains during a journey. This provision ensures some of 
the dangers of a sudden -strike on the railways being avoided. Many 
countries are, however, much more severe. In Russia peacefully 
conducted strikes are no longer punishable^ except those connected 
with Government services or public utilities. They are forbidden 
in the railway, telegraph, and other services, and strikers, or per- 
sons inciting to strike, are liable to imprisonment. Intimidation is 
also discountenanced and punished in like manner. Agricultural 
laborers guilty of striking are also liable to imprisonment. In Den- 
mark there is a permanent arbitration court and a Government con- 
ciliator ; to act in violation of an award or agreement is illegal. 

In Germany the right to strike exists, but does not extend to 
municipal undertakings, such as gas and water supply, nor to rail- 
ways, etc. Freedom to work is provided for. As regards the State 
employes, the ability to strike is practically withdrawn by the strict- 
ness with which surveillance is conducted with regard to industrial 
tmions. Membership is strictly forbidden of any union which is 
deemed to be working in a direction inimical to the interests of the 
State. The official oath is supposed to have been violated in the 
case of such a man, and he would be dismissed from the service. 
On the Prussian and Hessian State Railways the rules insist on 
applicants holding themselves clear of unions or movements inimical 
to public order, and like regulations are in force in other States, 
so that now about 90 per cent, of the organized railway employes 
belong to unions which have waived all claim to the right to strike. 
In Austria the public services are protected by controlling the forma- 
tion of the unions. The formation of a union is not sanctioned if its 
aims are thought to be dangerous to the State. An organization of 
this type would be dissolved and its funds seized. In that country 
railway employes have enforced their demands by complying strictly 
to the letter with all rules governing the service and operation, 
thereby delaying traffic intentionally. This action is now regarded 
as a breach of the official oath no less serious than combining to 
strike. 
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The right of employes in the public services in Italy to strike 
is also withheld, but by adopting methods similar to those just re- 
ferred to in the case of Austria the employes on the railways have 
obtained some of their demands. Soldier labor can be used in Italy 
if need be, and universal service enables the Government to meet 
the needs of the public in case of extreme emergency. 

In Holland there is a special law preventing the striking of rail- 
way employes. In Belgium railway and public service employes may 
belong to unions subject to proper regulations. In Spain and Por- 
tugal strikes are not illegal if certain notice is given beforehand. In 
Turkey the formation of trade unions in establishments carrying on 
public services is forbidden. To ensure the continuance of such 
services the employment of public forces may be used if necessary. 
In Roumania no State or public employe may join a trade union 
without first obtaining leave. In Switzerland the law regards strik- 
ing from rather a negative point. If an employe is guilty of negli- 
gence, or, for set purpose, does not properly fulfil his duties, he 
may be fined. 
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CHICAGO'S GREATEST PASSENGER STATION 

Three quarters of a century after the grant of the original 
charter to the Galena & Chicago Railroad Company, with which it 
was consolidated in 1864, the Chicago & North Western Railway 
Company, on June 4, 1911, went into possession of the magnificent 
new modern passenger station which it had erected west of the 
Chicago River, facing Madison street, six city blocks south of the 
site of its first passenger station. Imposing and complete as is the 
new station and train shed, covering three full blocks, the acquisi- 
tion of the location and diversion of the approaches to it for all pas- 
senger trains coming from the North, Northwest and West divi- 
sions of the road, involved the most difficult problems and absorbed 
more than two-thirds of the cost, the approximate figures of which 
were : 

Real estate and legal expenses $11,560,000 

Station building and train shed 6,380,000 

Power station building and equipment 810,000 

Elevated approaches 6,000,000 

Total $23,750,000 

The station building proper extends from Canal to Clinton 
Street on the north side of Madison^ 320 by 218 feet, and is four 
full stories high. Its walls are of gray Maine granite, as are the 
six forty-foot columns that mark the noble Doric portico on Madi- 
son Street. 

For the general outlines and surroundings of this building, and 
some of the details, the reader is referred to the accompanjring illus- 
trations. The main lobby of the station, entrance to which may 
be by the portico just mentioned or through spacious doors on Canal 
and Clinton Streets, occupies the entire ground floor. Here are 
located the ticket offices, information bureau, telephone booths, 
travelers* supply and drug store, telegraph offices, Itmchroom, cab 
and motor car offices, lost and found department and the parcel 
checking room. North of the lobby extends a most complete depart- 
ment for checking "in" and "out" baggage. Under the train shed 
further north is the Canal Street station of the United States Post 
Office, to which mail is carried direct from trains by means of an 
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endless belt between the tracks. These form a covered way over 
Washington and Randolph Streets. 

The main waiting room, which is reached from the lobby by 
numerous elevators and stairways, besides the grand central stair- 
case, is architecturally described as embodying the idea of a Roman 
atrium — that is to say, it is a spacious court lighted mainly from 
above and opens into other rooms on one or more levels. Its 
sides are finished in Tennessee marble of a delicate light pink 
shade and the columns which support the high, vaulted roof are of 
green Cippolino. The ceiling is of self-supporting tile construc- 
tion, with ribs of terra cotta, ornamented with symbolic signs. 
The whole tone and effect of this atrium are very restful. On the 
west end of this court are found the main dining room and a sepa- 
rate waiting room for ladies. At its east end are the barber shop, 
news stand, smoking room and public and pay toilets. 

Opening out of the main waiting room through numerous doors, 
lies the train shed concourse across the entire width of the build- 
ing, and beyond, still to the north, are the train platforms for six- 
tecSn tracks. The concourse is separated from the train shed by a 
glass partition and can be heated in winter to a temperature of 60 
degrees. 

In minute attention to the comfort and convenience of travelers, 
the new station resembles a great modem hotel— except in the 
absence of sleeping apartments. Its generous provisions for the 
shelter and handling of immigrants are particularly noteworthy. 
The accommodations specially set apart for them would themselves 
be considered more than satisfactory by the average cosmopolitan 
tourist. 

The development of the plans for this splendid terminal was 
begun in December, 1905, under the direction of Marvin Hughitt, 
then president and now chairman of the company. How they were 
carried out has been described by W. C. Armstrong, the terminal 
engineer in charge for The North Western, as follows : 

CONSTRUCTING A GREAT STATION. 

On the first of November, 1906, I began my duties as terminal 
engineer in charge of the construction of the new passenger terminal 
in Chicago. The work of preparing maps, collecting data, and mak- 
ing preliminary designs had been going on for about a year, and 
the general features of the scheme had been pretty well determined. 
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The site of the station building had been chosen, the location and 
extent of the station yard had been fixed, the location of the 
approaches with the number of tracks needed had been decided, and 
a general outline of the scope of the work had been made public 
only a few weeks before. 

I had not been connected in any way with the early studies of 
the plans and my only knowledge of these plans was that gained 
from the published accounts in the daily papers, when the informa- 
tion was given to the public. My first duty, then, was to learn 
what I was expected to do. 

An interview with the chief engineer, Mr. Carter, gave me a 
general idea of the work to be done and the extent of my duties 
in respect to this work. I was given a copy of the maps which had 
been prepared covering the territory involved in the project and 
copies of such preliminary plans as had been made up to that time, 
and was instructed to take up the work at that point, develop the 
further studies that were necessary in connection with track 
arrangement, retaining walls, street viaducts, station yard, train 
shed and all the various facilities to be provided. 

Following this interview I walked out over the site of our pro- 
posed operations, and it was only then that I began to comprehend 
the real magnitude of the undertaking. 

From Madison Street to Milwaukee Avenue, between Canal 
and Clinton Streets, now within the enclosing walls of the station 
proper, were solid rows of brick buildings from one to six stories 
in height. Many of them were historic buildings, identified with the 
early history of Chicago. At the corner of Madison and Clinton 
Streets stood the old Gault House, a famous hostelry in the early 
70's. At th corner of Madison and Canal Streets was the Grand 
Central Hotel. It had perhaps been aptly named, but its "gran- 
deur" had long since passed away. Along Canal and Clinton Streets 
were numerous machinery companies and concerns dealing in iron 
and steel and heavy hardware. The Ryerson iron and steel ware- 
house occupied the site of the present power house. 

North of Fulton Street was a large four-story brick building 
occupied by the Miehle Printing Press Company, and between Car- 
roll Avenue and Kinzie Street was a large, newly built brick struc- 
ture five stories high, owned by the Tyler Hippach Plate Glass 
Company. 
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Over the north and west approaches were numerous larger fac- 
tory buildings, tenement houses and residences. All of these build- 
ings had to be removed before construction operations could be 
b^^n. In all there were 456 buildings to be removed. Sixty-six 
of them were four stories or more in height. 

On Lake Street the Chicago & Oak Park Elevated structure 
was an obstruction to the tracks into the terminal, which in some 
way had to be removed. The entire terminal territory was cov- 
ered with a network of telegraph, telephone and electric light wires 
which had to be disposed of and rearranged. In the streets were 
sewers, water pipes, gas pipes and electric conduits which would 
interfere with street viaduct foundations and necessitate a change 
in their locations. The clearing of the right-of-way, and removal 
of the various obstructions, both overhead and underground, was 
in itself not a very simple matter. 

Some knotty problems in design and construction were pre- 
sented. In Carroll Avenue and just south of it, the P., C, C. & 
St. L. Ry. tracks were to be crossed. In addition to their two main 
line tracks were four freight house tracks, a freight house and 
teamway. Our tracks had to be carried overhead and all their 
freight handling facilities had to be maintained. This required 
that the freight house be rebuilt under our structure, that the 
teamway and house tracks be preserved, and that our structure be 
of such permanent, solid and waterproof nature as to form a per- 
fect roof over all these facilities. 

At Kinzie Street and between Kinzie and Jefferson Streets 
the terminal structure would have to be carried over a perfect net- 
work of Northwestern surface tracks. This was the junction of 
the Galena and Wisconsin division surface tracks and the tracks 
of the Grand Avenue coach yard. 

On the north approach the terminal structures in many cases 
had to be designed to cross over the intersection of two streets, 
which added greatly to the complication. At the extreme west end 
of the west approach, where the terminal tracks connect with the 
Galena division tracks, another complicated structure was to be 
worked out. 

But the most serious difficulty to be faced was the fact that all 
the construction operations had to be carried on in a territory of 
congested traffic. Hundreds of carloads of materials would have 
to be brought into the terminal territory and distributed to the 
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various working crews. To get this material in without delaying 
regular trains and without delay to the workmen appeared to be a 
very serious problem as viewed from the outset of work. Had the 
scene of operation been a few miles outside of the city limits, the 
diflSculties would have been reduced by fully one-half. 

A force of draftsmen was organized and work was started on 
preliminary plans of the various structures and track arrangements. 
Nimierous plans were drawn tentatively, studied, discussed and dis- 
carded, their meritorious features, if they had any, being embodied 
in more acceptable plans which were afterwards drawn and again 
subjected to consideration and discussion. By this process of 
elimination the final plans were agreed upon, but not in many cases 
until the plans had been redrawn many times over. This was 
parcticularly true of the track and switch layouts, station yard 
tracks and platforms, train shed, and some of the special steel struc- 
tures. The entire year of 1907 and a considerable part of the year 
1908 was devoted to the preparation of plans, although the final 
plans for many of the structures were completed and ready for 
construction long before they were all finished. 

While the work on plans was in progress, the work of wreck- 
ing and removing buildings and clearing the right of way ready 
for construction was also going on. As soon as the right of way 
negotiations for any piece of property were concluded and we 
obtained possession, the buildings were sold to the highest bidder, 
on the condition that he remove them completely in the shortest 
practicable time. In nearly all cases the buildings were wrecked, 
although some of them were removed bodily to other sites. A 
notable example of the moving of a building was that of the five- 
story brick block owned by the Tyler Hippach Plate Glass Com- 
pany. The railway company purchased this building and had it 
moved a distance of 220 feet. The moving was successfully accom- 
plished, without a single crack in the walls or even the loosening 
of a brick. Another instance of successful moving was an apart- 
ment house on Austin Avenue. It was cut in two parts, and each 
part moved separately a distance of over a quarter of a mile, where 
they were again put together into one structure. 

As I have previously stated, the Chicago & Oak Park Elevated 
structure in Lake Street formed an obstruction to our tracks enter- 
ing the new station yard. It was too high to pass our tracks over- 
head, and too low to pass them underneath. It could not be low- 



\ . 



312 The Railway Library. 

ered, for that would obstruct traffic on the street. It only remained 
to raise their tracks higher, and to substitute some other type of 
construction in place of the numerous column supports which 
would have been an obstruction to the large number of tracks and 
switches we had planned to have at that point. 

To obviate the entire difficulty, the original elevated structure 
was removed completely for a distance of 166 feet and a truss span 
substituted at a higher level, making room tmdemeath this span 
for all the tracks entering the station yard. 

As the tracks on this span were about five feet higher than they 
were on the original structure, it was, of course, necessary to raise 
the tracks at either end of the span to meet the increased height 
by an easy incline in each direction. This was done by jacking 
up the elevated structure and lengthening the columns supporting 
it by splicing to them short sections of varying lengths correspond- 
ing to the amount the grade was to be raised. This change in the 
grade of the elevated road covered a distance of about 2,000 feet, 
extending from Union Street to the Chicago River. It was the 
first piece of actual construction work done on the terminal, and 
was begun in June, 1908. 

The work of building retaining walls, abutments and founda- 
tions for street viaducts on the new terminal approaches was com- 
menced in September, 1908. Fortunately, the winter of 1908-9 was 
very mild and the work of mixing and placing concrete in these 
walls was carried on almost continuously during the winter months, 
so that the spring of 1909 found us with a large proportion of the 
foundation and retaining wall work on the west approach and the 
terminal proper finished. 

But the year 1909 was the period of greatest activity. Work 
of all kinds was being pushed as rapidly as materials could be 
assembled and men could put them in place. Pile drivers were in 
operation over all sections of the work. Gangs of men were exca- 
vating for the foundations of various structures. Carpenters were 
busy building concrete forms. Concreting outfits were mixing and 
pouring concrete into the finished forms. Structural steel erection 
crews were assembling the steel work for street viaducts and for 
the track structure and train shed in the station yard. Trainloads 
of sand were being unloaded for embankments where the retaining 
walls had been finished. Track gangs were laying tracks and 
switches where the banks were completed. Various other work was 
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in progress, such as laying drain pipe, waterproofing viaduct floors, 
building electric conduits, paving streets and laying cement side- 
walks. 

In many instances work was in progress night and day, the 
crews working in three shifts of eight hours each. During the 
busiest portions of the season there was an average of 2,500 men 
at work, including labor of all classes. In the engineering depart- 
ment about fifty men were employed, including draftsmen and the 
other office employes, assistant engineers, instrument men, rodmen 
and inspectors. 

By the close of the year 1909 most of the concrete retaining 
wall work had been finished. There was still a large amount of 
steel work to be completed, particularly in the track floor and train 
shed in the station yard. There also remained considerable sand 
filling to be completed. Only a small proportion of the permanent 
track had been laid, and very few permanent switches had been 
placed. 

Practically all of the electric conduits were yet to be built, and 
the signal and interlocking work had not yet been started. The 
vast areas of track floor on steel work in the station yard were yet 
to be covered with concrete and waterproofing. 

It is true that great progress was made in the year 1909. But 
it was the work that made a good showing — ^the larger things that 
appealed to the eye of the casual observer. We were now coming 
to the more intricate and tedious details — ^the "finishing touches," 
so-called. A few weeks' work on a large retaining wall was quickly 
noted by the passerby, while the same amount of work on an under- 
ground conduit would fail to attract his attention. 

Some idea of the extent of the work may be gained from the 
following statement of 

Areas, Dimensions, Etc. 

Station building, 320 ft. by 218 ft 69,760 sq ft. 

Station yard, 320 ft. by 1,072 ft 343,040 sq. ft. 

Trainshed roof 265,800 sq ft. 

Right-of-way acquired 37 acres 

Ground area of buildings wrecked 20 acres 

Number of tracks in station yard ^ 16 

Total length of yard tracks 14,330 ft. 

Total capacity of yard tracks 200 cars 

Number of tracks in station approach 6 

Number of passenger platforms 8 

Width of platforms 16 ft. 9 ins. 

Aggregate length of platforms 7,160 ft. 

Number of streets bridged 40 

Number of alleys bridged 13 
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The magnitude of the construction operations are fairly repre- 
sented in the following statement of 

Quantities of Work* 

Excavation for foundation 2S0,CXX) cu. yds. 

Piles driven, 43,000 1,530,000 lin. ft. 

Concrete 275,000 cu. yds. 

Structural steel 37,000 tons 

Waterproofing 665,000 sq. ft 

Conduit pipe 220,000 lin. ft. 

Curbing 23,000 lin. ft 

Cement sidewalk 240,000 sq. ft 

Paving 50,000 sq yds. 

Tracks 18 miles 

Single switches 82 

Lap switches 4 

Double slip switches 39 

Crossings 6 

An array of figures usually produce little impression on the 
average reader. They are lacking in that vividness necessary to fix 
and hold his attention. The popular magazine writer would have 
presented these in a way to cause the reader to "sit up and take 
notice." He would have given the various areas in square inches. 
He would have called attention to the fact that the cement used 
in concrete would have filled a train of box cars twenty miles long ; 
that the gravel and sand for same would have filled a train of 
gondolas seventy miles long; that the piling driven in foundations 
would have built forty miles of pile trestle ; and if all the piles had 
been laid out end to end they would have made a line 290 miles 
long, and would have reached from Chicago to Marshalltown. But 
an engineer's story of an engineering project should contain no such 
illuminated statement His professional dignity forbids. 

It must therefore be left for the reader to form his conception 
of the magnitude of the work from the cold figures above pre- 
sented. If he has had personal experience in such work he may 
be able to read between the lines and thus more fully realize what 
expenditure of mental and physical energy and what burdens of 
responsibility these figures represent. 
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FINED FOB SQUAAE DEALING* 

(From the Iron Trade Review, Cleveland, Ohio, March 28, 1912.) 

The acceptance by the government of pleas of nolo contendere 
by the eight railroad and dock companies involved and the quash- 
ing of the indictments returned against Dan R. Hanna and R. L. 
Ireland of M. A, Hanna & Co. and D. T. McCabe of the Penn- 
sylvania Company, together with the imposition of fines, brought 
to a close Saturday, March 23d, the government's suit, begun a 
year ago, against certain ore handling railroad and dock companies 
and individuals on charges of rebating and conspiring to rebate. 

The hearing was held in the District Court at Cleveland before 
Judge John M. Killets, and the decision to accept the pleas of nolo 
contendere and the dismissal of the cases against the individuals 
followed the receipt of a recommendation from Interstate Com- 
merce Commissioner Franklin K. Lane, and endorsed by Attorney 
General George W. Wickersham, that such a procedure should 
follow. 

The indictments were returned a year ago as a result of an 
investigation by the Interstate Commerce Commission of the prac- 
tice of the companies involved in returning certain allowances to 
shippers, the money being derived from the excess earnings of the 
dock companies. 

Immediately upon the opening of court, the pleas of nolo con- 
tendere were entered by the representatives of the companies. A 
number of the counts against the Lake Shore & Michigan Southern 
Railway Co., the Bessemer & Lake Erie Railroad Co., and the New 
York, Chicago & St. Louis Railroad Co. were nolled. 

Mr. Denman read to the court a letter from Attorney General 
Wickersham, endorsing and enclosing the recommendation from 
Commissioner Lane, which was also read. Mr. Lane, in substance, 
wrote that he believed the imposition of fines against the railroad 
and dock companies and the dismissal of the cases against the indi- 
viduals would best satisfy justice. After reciting the points covered 

*The conclusion of this case and the vindication of the indicted otDclals 
Is reprinted here because the Indictment was blasoned to the ends of the 
earth and the vindication scarce got beyond the four walls of the court 
where the "truth made all things plain." 
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by the indictments, he stated that the negotiations which had been 
carried on for some time between the commission and the companies 
had determined that in the future the railroads would operate the 
docks and might employ agents, who were not consumers of ore. 
He expressed the belief, formed as a result of the Commission's 
investigation, that the individuals indicted had striven to correct 
the abuses of the leasing system and could not be held responsible 
for the evils which had grown up and had now been done away 
with. 

Mr. Wickersham, in his letter read to the court, endorsed the 
findings and recommendations of Commissioner Lane. 

Mr. Rush C. Butler, attorney for the defendants, then gave the 
following resume of the practices that had led to the indictments : 

MR. butler's address. 

"On behalf of D. T. McCabe, Dan R. Hanna, R. L. Ireland, the 
Pennsylvania Co., and the Ohio & Western Pennsylvania Dock Co., 
the defendants in case No. 3458, indicted under section 5440 for 
conspiracy to violate the Elkins act, and on behalf of the Pennsyl- 
vania Co., defendant in case No. 3465, indicted for violation of the 
Elkins act, I desire briefly to call to the court's attention the his- 
tory of the handling of ore over Lake Erie docks, with particular 
reference to the relationship between the Pennsylvania Co., its 
docks, and shippers of ore over its docks via its lines. A knowledge 
of these conditions is necessary to a fair consideration of the spe- 
cific facts upon which the indictments are based. 

"As early as the year 1890, certain shippers of ore over other 
lines than those of the Pennsylvania Co. had associated themselves 
together, as they had a right to do, either in co-operative companies 
or by the organization of corporations for the more satisfactory 
handling of ore over docks at Lake Erie ports and for the enjoy- 
ment of the net profits arising therefrom. These arrangements, 
while not contrary to the provisions of any law on the statute books 
as then interpreted, necessarily created preferences in favor of the 
shippers of ore who were parties thereto. Shippers of ore via the 
Pennsylvania lines enjoyed no such preferences, as the Pennsyl- 
vania Co.'s docks were operated by contractors who were not ship- 
pers of ore. This discrimination against its ore shipping patrons 
caused the Pennsylvania Co. to announce on May 1, 1891, by a 
public circular addressed to 'Consumers of Iron Ore,' that in order 
to place consumers of ore moving via its docks on an equality with 
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consumers of ore passing over the docks of other lines via Lake 
Erie ports, the Pennsylvania Co. would thereafter cause to be 
divided among all consumers of ore whose shipments were handled 
over its docks the net profits which might arise from the operation 
of such docks, the division of such profits to be in the ratio that 
the number of tons handled and transported over the Pennsylvania 
Co/s lines for each consumer bore to the total tonnage so handled. 
The notice of May 1, 1891, was given wide distribution among 
shippers and consignees of ore throughout the entire territory 
reached by the Pennsylvania and other lines from Lake Erie ports, 
so that all consumers of ore were fully advised that if their ore 
passed over the docks of the Pennsylvania Co., not only would there 
be no discrimination by the Pennsylvania Co. as between any 
shippers of ore over its own lines, but also that the discrimination 
theretofore existing in favor of the certain ore shippers enjoying 
the profits of the operation of docks belonging to other carriers 
would be reduced to a minimum. The policy annotmced by the 
Pennsylvania Co. in the published notice of May 1, 1891, has been 
consistently followed up to the present time and, so far as it was 
within the power of the Pennsylvania Co. so to do, the ore which 
has passed over its docks has been kept upon an equality with the 
ore passing over the docks of other carriers at Lake Erie ports. 

WONDERFUL INCREASE OF TONNAGE. 

• 

"The first ore delivered by vessels at Lake Erie ports was 
unloaded by shoveling it into tubs or half barrels in the hold of the 
vessel, then hoisting the tubs or half barrels by horse power, dump- 
ing the ore into wheelbarrows at the vessel's side and wheeling it 
to the cars or to storage piles on the docks. As years passed 
by, the receipts of ore at the docks of the Pennsylvania Co. grew 
from 22,000 tons in 1862 to nearly 800,000 tons in 1890, and to 
more than 3,000,000 tons in 1907. This tremendous increase in ore 
tonnage was necessarily accpmpanied by an evolution in ore-han- 
dling machinery, so that, whereas in 1890 it required four or five 
days' time to tmload a vessel carrying 3,000 tons of ore, at the 
present time a vessel carrying 10,000 tons of ore can be unloaded in 
four or five hours. 

"The profits from the operation of the docks arise from two 
sources: First, the vessel unloading charge, meaning thereby the 
amount paid by the vessel for lifting the ore from the hold and 
carrying it to the vessel's rail; and, second, the charge paid to the 
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dock company by the railroad company for transporting the ore 
from the vessel's rail and placing it either directly on the car, or 
first onto the dock for temporary storage and later onto the car. 
During the period under consideration, that is, from 1890 up to the 
present time, the amount collected by dock companies from vessels 
for unloading has varied from 13j4c to 22c per ton, the usual charge 
being 20c. The customary charge by dock companies to rail car- 
riers for canning the ore from the vessel's rail to on board cars, 
whether direct or via the dock, was 20 cents per ton. The aggre- 
gate charge of the dock company, therefore, against the vessel and 
the rail carrier varied during this period from 33J4 cents to 42 cents 
per ton. During the years 1908 and 1909 the dock compan/s 
charge to vessels was 20 cents and to the rail carrier 20 cents, mak- 
ing its aggregate charge during these years 40 cents per ton. 

"At about the time the circular of May 1, 1891, was issued by 
the Peimsylvania Co., careful calculations were made by the com- 
pany based on its past experiences as to the net profits arising from 
its dock operations, and it was ascertained that, taking one season 
with another, there was a net profit to the dock company of about 
12 cents per ton on direct ore, that is, ore handled directly from 
vessels to railroad cars and forwarded at once to destination, and 
a net profit of about 5 cents per ton on dock ore, that is, ore on 
which immediate forwarding from the vessel was not desired by 
consumers, and which consequently had to be unloaded and stored 
on the dock and later on, at the convenience of the consumer, 
reloaded onto railroad cars and forwarded to destination. Accord- 
ingly, beginning May 1, 1891, the Pennsylvania Co. began paying 
currently, that is, monthly, to consumers of ore handled over its 
docks allowances of 12 cents per ton on direct ore and 6 cents on 
dock ore, which were in the nature of rebates on the freight rate 
paid by consumers. These allowances were made to all consum- 
ers of ore without preference or distinction, and insured exactly 
equal treatment to all patrons of the Pennsylvania Co. The pay- 
ment of these allowances was subsequently published in the tariffs 
of the Pennsylvania Co. and was continued from May 1, 1891, up 
to the first day of August, 1909. (Note: On August 1, 1909, 
almost two years before the indictments were brought in, reduced 
rates on ore from Lake Erie ports were published by all roads, 
and all refimds accoimt of dock operations were discontinued.) All 
other carriers reaching Lake Erie ports, it is understood, made 
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the same allowances to all consumers on their lines ; but some of the 
carriers, in addition to making such allowances, in order to secure 
the efficient management of their docks, permitted certain consum- 
ers of ore to operate the docks and reap the benefit of the net profits 
arising from such operation, to which we shall now refer. 

INEQUAUTY EXPLAINED. 

"For several years after May 1, 1891, the allowances of 12 cents 
and 6 cents per ton above referred to represented approximately, if 
not actually, the net profits of the dock operations; but, beginning 
perhaps as early as the year 1906 or 1906, the increased tonnage 
handled over Lake Erie docks, together with the improvement in 
ore-handling machinery, caused the accumulation of additional sur- 
pluses or net profits at the end of each year after paying the 12- 
cent and 6-cent allowances. In other words, the profits of the dock 
operations began at about this period to exceed the allowances of 
12 cents on direct and 5 cents on dock ore which all carriers had 
been paying to shippers via their respective lines. In the case of 
the Pennsylvania Co., all such additional surpluses or net profits 
went into the treasury of that company. In the case of some of 
the other carriers, such surpluses or net profits went to the dock 
companies. Therefore, consumers of ore whose shipments passed 
over the docks of the Pennsylvania Co. were no longer on an 
equality with consumers who were interested in dock companies on 
the lines of some of the other carriers. 

"Being desirous of distributing the entire profits of its dock 
operations ratably among the consumers of ore on its lines, and 
in pursuance of its long continued policy that ore shipments handled 
over its docks should be on an equality in so far as it was within 
its power so to make them with ore shippments handled over the 
docks of other carriers, the Pennsylvania Co. entered into a contract 
effective April 1, 1908, by the terms of which the Ohio & Western 
Pennsylvania Dock Co. was to operate the docks of the Pennsylva- 
nia Co. at Lake Erie ports. By the terms of this contract, the dock 
company was required to distribute ratably among all consumers 
of ore on the Pennsylvania lines the entire profits of the operation 
of said docks during the existence of said contract, and this in 
addition to the published tariff allowances of 12 cents on direct 
and 5 cents on dock ore, which the company also required the dock 
company to pay. It was obviously impossible to ascertain tmtil 
after the close of any one year what the exact amount of such net 
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profits would be. This rendered it impossible for the Pennsylvania 
Co. to state in its published tariffs the exact amount that wauld be 
repaid to consumers. 

"It was believed by the officers of the Pennsylvania Co. that in 
making such an arrangement for the distribution of the profits of 
its dock operations, the broad spirit of the provisions of the act to 
regulate commerce was being carried out. as such an arrangement 
guaranteed to every consumer whose ore passed over the docks of 
the Pennsylvania Co. that he would be treated with strict impar- 
tiality, whether his shipment amounted to one carload or hundreds 
of carloads. Publicity of this contract and of its contents was 
assured by the fact that the compensation of the dock company was 
upon a per ton basis, and it is not at all probable that there was a 
shipper or consumer of ore in the entire territory reached by the* 
lines of the Pennsylvania Co. who was not fully aware of the new 
arrangements 'made for the distribution of those net profits. Coun- 
sel advised that it was not necessary to make reference in the tariflfs 
of the Pennsylvania Co. to the proposed disposition of the possible 
surplus ; that the rights under the law of each individual consumer 
of ore were properly and legally safeguarded, and unjust discrimi- 
nation of every character absolutely avoided. 

"The indictments returned in this court against the Pennsyl- 
vania Co. and the Ohio & Western Pennsylvania Dock Co. are 
predicated upon payments made to consumers of ore of the net 
profits of dock operations from April 1, 1908, to August 1, 1909, 
as provided by the terms of the contract referred to. The indict- 
ment against D. T. McCabe, Dan R. Hanna and R. L. Ireland was 
returned because of the fact that their signatures appeared upon the 
contract, Mr. McCabe signing on behalf of the Pennsylvania Co., 
Mr. Hanna on behalf of M. A. Hanna & Co., and Mr. Ireland as a 
witness to Mr. Hanna's signature. 

"It is upon this statement of facts that the indictment against 
the individual defendants is justifiably nolled by the Government. 
It is also upon this statement of facts that the Pennsylvania Co., 
under advice of counsel, is now constrained to enter its plea 
acknowledging a technical violation of the Elkins act, and that the 
Ohio & Western Pennsylvania Dock Co., under like advice, and in 
order to terminate this criminal proceeding in an amicable manner, 
enters its plea of nolo contendere, vigorously denying its guilt, as 
well as the willful or intentional wrongdoing, of any of its officers 
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or agents. It is emphatically asserted by all these defendants that 
there was no purpose or intention to do wrong to any person or 
injustice to any locality, and it is even more emphatically main- 
tained that the liberal provisions of the contract in question were 
in furtherance and not in contravention of the general purpose of 
the act to regulate commerce. And in this view we are pleased to 
know the high officials of the United States Government, charged 
with the duty of enforcing the act, concur." 

Judge Killets then accepted the pleas of nolo contendere by the 
railroads and dock companies and imposed the fines, which were 
apportioned on a basis of $20,000 for each railroad and $20,000 for 
the dock companies. 

EDITORIAL IN THE IRON TRADE REVIEW. 

The Ohio & Western Pennsylvania Dock Co. (The Hanna 
Company) and the Pennsylvania Co. have been fined, for what they 
believed to be square dealing, what they still believe to have been 
square dealing, and what we believe was square dealing. However, 
the agitation which has resulted in fines being imposed upon them 
and other defendants promises to bring about highly desirable 
reforms. At the same time we are firmly of the opinion that these 
reforms might have been effected without being unnecessarily severe 
upon any company or individual. We believe that criminal pro- 
ceedings were entirely unnecessary. Judge Putnam, the venerable 
jurist who presides over the district court of the United States in 
Massachusetts, in a recent decision in the shoe machinery case, 
pointed out that the framers of the Constitution of the United 
States lived at a time when the recollection of the cruelties of 
tyrannical proceedings and the suffering and injustice coming 
therefrom were fresh and to a large extent topics of consideration. 
The judge said that the favorite resources of tyrants were punish- 
ing alleged crimes which had no existence prior to the punishment, 
and the arresting and holding in imprisonment for indefinite periods 
and afterward forfeiting property and life. The judge might have 
added that modern cruelties of people in high office are today more 
refined, but none the less real. Judge Putnam declared that until 
laws are so clearly interpreted by the courts that any intelligent 
man can understand when he is not acting legally, the criminal pro- 
visions of the statutes ought not to be resorted to. Speaking of 
prosecution in the shoe machinery case, under the Sherman law, 
Judge Putnam said: 
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"We are unable to understand why the Department of Justice 
directs, and the President permits, criminal proceedings like this 
until, in the particular case, the practical application of the statute 
has been settled by civil proceedings, in view especially of the fact 
that the flexible methods of bills in equity are capable of exploiting 
all doubtful questions much more thoroughly, and with more just 
results, than criminal proceedings." 

The same observation might have been applied to the cases 
which were disposed of Saturday. By consultation, and perhaps 
with mutual concessions, the result desired by the government offi- 
cials could have been attained without threats of imprisonment, 
had they acted as wisely in the beginning of the inquiry as they 
have during the past few months, after being enlightened by experi- 
ence and informed by investigation. 

A BIT OF REMINISCENCE. 

We wish now to recall several statements which were made last 
April, after the indictments were found. In an editorial published 
in the Iron Trade Review, May 4, 1911, we said: 

"The statements made by Messrs. McCrea, L. C. Hanna and 
Samuel Mather indicate that the spirit of the law was not violated. 
Whether there was violation of the letter of the law, must be 
decided by the courts." 

In the same issue the statement from President McCrea, of the 
Pennsylvania Co., was published, in which he said : 

"The indictment of Mr. Hanna, president of the dock company, 
and Mr. McCabe, vice-president of the railroad company, for 
alleged conspiracy, appears to be due solely to the fact that it was 
they who executed, on behalf of their respective companies, this 
contract by which the exact and absolute equality of rates to all 
consumers of ore forwarded from the Pennsylvania Co.'s docks 
was guaranteed." 

Samuel Mather, with honorable frankness, said, concerning the 
methods of the Hanna dock companies : 

"Their allowances or distributions are, if anything, even more 
equitable than those of other dock companies, and certainly if they 
or we have been guilty of violating the law in any respect, this is 
the first suspicion or intimation any of us has ever had of it." 

The facts developed since the above statements were made have 
demonstrated their absolute truthfulness. Why, then, were the 
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Hanna and the Pennsylvania companies fined? Simply and solely 
because the fact that they were distributing earnings of their docks 
more equitably than other companies were doing was not published 
in the tariffs. They were punished for not blazoning their own 
honorable methods to the world. Such, it seems, was the letter of 
the law. 

THE DIFFERENT METHODS. 

What was the difference between the methods of the Pennsylva- 
nia Co. and the Hannas, on the one hand, and those of the other 
companies? Simply this: In one case, if the Smith Steel Co. 
shipped one ton or millions of tons, it received the refund pro rated, 
according to the amount of ore handled. That was the Pennsyl- 
vania-Hanna method. On the other hand, if the John Doe Steel 
Co. owned stock in a dock company not owned or operated by the 
Pennsylvania or Hanna interests, it received at the end of the 
year tremendous profits, paid to the dock company by its competi- 
tors in the steel business. Was it strange that the Richard Roe 
Steel Co. complained that money was being extorted from it to be 
paid to its competitors ? Not at all. Was it strange that Mr. 
Mather asserted that the Pennsylvania method was more equitable 
than other dock companies ? Certainly not. The complaint of com- 
panies which really had a grievance resulted in agitation and indict- 
ments, and we wish to repeat that we believe this was not demanded 
by the cause of justice, so far, at least, as the Pennsylvania Co. 
and the Hannas were concerned. All agree now that there was no 
sound reason for punishing Messrs. McCabe, Ireland and Hanna, 
who, after resting for nearly a year under the stigma of indictment 
of a penitentiary offense, are now dismissed and are heartily to be 
congratulated upon their vindication, 

THE ULTIMATE RESULT. 

Nevertheless, in spite of the fact that these three men were 
unnecessarily placed in jeopardy, and of the further fact that 
reforms might have been accomplished without any criminal prose- 
cution, we believe that, as the result of these prosecutions, ore 
handling will soon be done by simpler methods, at decreased cost 
to the shippers. The plan will be oj equitable as that devised by the 
Pennsylvania-Hanna companies and will have the additional merit 
of being absolutely open to the world. In other words, we believe 
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that the Interstate Commerce Commission will not allow the Rich- 
ard Roe Steel Co. to be charged excessive rates to be paid into the 
treasury of the John Doe Steel Co., nor will anybody be compelled 
to pay exorbitant charges. 

A word in conclusion in commendation of the Interstate Com- 
merce Commission and Department of Justice, District Attorney 
Denman and Judge Killets. The members of the Commission, after 
committing what seems to us the error of aiding in too drastic pro- 
sound common sense and keen appreciation of justice, in thor- 
ceedings, changed their attitude and displayed broad statesmanship, 
oughly investigating the charges and in recommending to the 
Department of Justice that Messrs. McCabe, Hanna and Ireland. 
be sent out of court without the slightest tarnish on their reputa- 
tions as men of honorable business methods, and that the demand 
of technical justice be met by fines imposed on the companies. 
Likewise, the Department of Justice, the district attorney and the 
recommendations of the Commission. If all officials, whose duties 
learned judge are deserving of approbation for carrying out the 
include the enforcement of laws relating to industrial concerns, 
were actuated by as high motives and conducted themselves as 
wisely as Messrs. Lane, Denman and other officials in concluding 
these cases, and could be as well and equitably aided as they were 
problems growing out of the relation of the people to the mighty 
corporations, which have been developed with amazing rapidity 
by the attorneys for the defense, the solution of many perplexing 
during the past few years, would be hastened. 

The conclusion of this prosecution gives reason for believing 
that, sooner than men have dared hope, will come the dawn of the 
day when great industries will be conducted under wise govern- 
mental supervision, without farcical dissolution suits, without un- 
necessary interference with business, without unjustifiably harsh 
methods, but with equality of opportunity and with justice for all. 
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BAILWAT NOTABILIA 

Progress in Steel Passenger Car Equipment. 

From Report of Special Committee on Relation of Railway Opera- 
tion to Legislation. 

The accompanying figures show the progress made in the grad- 
ual substitution of steel and steel under frame cars for wooden cars 
in passenger car equipment, since 1908 : 
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Sleeping Car Cos. 

Canada 

Mezioo 



7 

69 

29 

25 

15 

29 

11 

1 

6 

1 



12 
1.106 
7 
475 
184 
138 
480 
525 



40 
354 
230 
631 

72 
129 

25 



4.909 
15.955 
4.535 
8.000 
3,312 
3.045 
1.800 
4,982 
3.643 
20 



29 
1.110 

37 
362 
208 

47 
317 
409 



TOTAL 

TOTAL ALL CLASSES. 



193 



2,927 



1.481 



50.201 
54.609 



2,519 



CLASsn OP Equifiibnt: 

Postal 

Mail and Ba«aage 

Baggage anoEzprees 

Passenger. Pass, and Bagg. 
Parlor, Sleeping, Dining. . . 
Business ana Instruction... 
Motor 



210 

67 

459 

1,448 

669 

2 

72 



111 
101 
475 
700 
75 
19 



1,133 

3.601 

7.666 

28.969 

7.842 

816 

176 



TOTAL 

Total all classbs. 



2.927 



1.481 



50,201 
54.609 



298 

102 

228 

1.311 

549 

5 

26 



2,519 



14 

205 

180 

84 

20 

72 

1 



460 

68 

49 

6 

112 

19 

1 



576 
7 
372 
120 
90 
326 
519 



26 

75 

34 

247 

'4i 
17 



263 
1 



197 

203 

113 

32 

360 

57 

49 

54 

178 



10 
165 

74 

64 

24 

143 

6 



6 

58 

159 

114 

62 

30 



120 
164 

90 
108 
147 

41 

6 

268 

121 

20 



576 



979 
4.074 



2.010 



540 



1,233 
3,783 



486 



429 



1,085 
2.000 



70 

64 

125 

287 

27 

3 



11 

42 

157 

637 

126 

6 



138 

43 

341 

830 

639 

1 

181 



loi 

41 
106 
846 

35 



121 

81 

147 

629 

343 

14 

7 



46 
17 
86 
276 
33 
I 
271 



30 

16 

154 

206 

22 

1 



4 

85 

180 

413 

393 

4 

1 



570 



979 
4,074 



2.010 



540 



1,233 
3,783 



486 429 



1,085 
2,000 
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Bluonatikg Gsadb Crossings on Long Island. 

Statement by Ralph Peters. 

President Long Island Railroad Co. 

The Long Island has done as much within the last ten years 
as any road in the country, in the elimination of grade crossings, 
and the expenditure of money to safeguard crossings at grade, and, 
in general, to educate the public in the dangers involved. There 
are 962 points on Long Island where pubUc streets and highways in- 
tersect the tracks of the company. Of this number 161 crossings 
have been eliminated and put under grade and 104 over grade, 
making a total of 265 crossings abolished — the majority of them 
during the last decade. The money involved in this work amotmts 
to approximately $15,000,000. The annual interest charge on the 
investment is $750,000, and it represents work for safeguarding 
the heedless public and not work that improves the operation of the 
railway, or produces additional revenues, except as insurance against 
damage. 

In addition to this, the company maintains flagmen and gates 
at 169 crossings, and flagmen, without gates, at 61 crossings, mak- 
ing a total of 230 crossings protected by men on the ground. This 
means the employment of 350 men, at a cost of about $200,000 a 
year. Seventy-four crossings are protected by electric alarm bells 
which ring automatically with the approach of trains. The instal- 
lation of crossing gates and bells cost $115,000. To sum up, we 
have 265 crossings eliminated, and 304 crossings protected either by 
flagmen and gates, or flagmen and bells, which leaves 393 crossings 
protected only by the usual signs specified by the railroad commis- 
sion. These are placed in conspicuous view on both sides of the 
tracks, and each sign bears the warning "Look out for the cars. 
Stop! Look!" Sixty-five of the 393 crossings protected only by 
signs are on branches of the road where no passenger trains are run 
and only an infrequent freight service is maintained. These have 
not been reported heretofore, which accounts for the apparent in- 
crease over former figures. 

The company has added 54 crossing gates and 75 crossing watch- 
men in the last four years. Work is now under way which will 
eliminate about twenty more crossin^js, at a cost of over $3,000,000. 
It would mean an initial investment of $235,000, and add approxi- 
mately $250,000 a year to the payroll to cover every crossing with 



Railway Notabilia. 327 

gates and flagmen. The company is doing all that it possibly can in 
this direction with the revenue derived from its present tariff rates. 
To produce the revenue necessary to protect all crossings and to 
continue the work of elimination, the rates on about 65 per cent, 
of the traffic would have to be raised at least 25 per cent. This 
would mean an increase of at least $2 a month on all forms of com- 
mutation tickets. 

Why should the traveler on the railway be made to pay more 
in order to protect the traveler on the highway? The trains must 
run on fixed tracks at a reasonable speed. The traveler on the high- 
way has freedom of routes, and an opportunity of stopping. Being 
in small numbers, they should be made to stop and give preference 
to the railway travelers who are in larger numbers, on larger and 
heavier vehicles, which cannot be safely stopped on short notice or 
in a short distance. 

The Long Island Railroad Company has not earned enough to 
pay a dividend to its stockholders in nearly fifteen years, notwith- 
standing the wonderful growth of its territory and its traffic. To 
keep pace with this growth, it has been compelled to expend in 
improvements vast sums amounting in ten years to almost the 
equal of the full capital investment. Traffic and earnings have 
shown a wonderful response to the expenditures and improvements 
that have been made. As a result, it will, no doubt, be able to get 
the money to continue the work of improving the road. If so, cross- 
ings will be taken out as rapidly as possible, especially where the 
company has the aid and co-operation of the state and municipality. 

The railroad company will do its full duty in this direction, but 
it cannot and will not assume the position of public guardian and 
protector of every thoughtless user of the highway. . . . The 
legislature should enact a law requiring drivers of automobiles and 
other vehicles to stop, and make sure that a train is not approach- 
ing before attempting to cross tracks. 

BRITISH AND FRENCH RAILWAY SPEED IN 1911. 

(From "The Engineer," London.) 

Below are our annual tables of British and French railway 
speed. Of this country there are few changes to record. In Table 
A the Great Northern run is one minute quicker. The Kent Coast 
express leaving St. Paul's at 5:12 p. m., no longer runs during 
the summer only, and since the autumn two new nOn-stop trains 
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between Victoria and Margate (West) in 1 h. 30 min. have been 
added, viz., Victoria dep. 9 :10 a. m., Margate dep. 5 :20 p. m. 

Table B schedules runs of less than 50 miles in length, which 
give higher rates of speed than those credited to the respective com- 
panies in Table A, and also includes the fastest running made by 
those companies which are unable to show a run 50 miles in length. 

During the summer the Caledonian had two runs, instead of 
one, from Forfar to Perth in 32 min. For the first time the Tilbury 
Railway yields a run at 50 miles an hour ; and it may be noted that 
the outburst of competition between that system and the Great 
Eastern Company for the Essex Coast traffic has intensified since 
the summer. 

Table A. — fastest booked start-to-stop runs not less than 50 

MILES IN LENGTH ON BRITISH RAILWAYS IN 1911. 




Company. 



GimtWeeteni 

Great Northern 

Londcm and North-Weetem. . 

North-Eastem 

Midland 

Great Central 

Caledonian 

London and Soath-Westem . . 
Great Soathem and Weeteni. 
GbtMOw and Soath- Western. 
Brighton and South Coast. . . 

Great Eastern 

North Stafford 

Sooth-Easten and Chatham 
North British 



Paddington-Bristol 

Peterborough-Kings' Cross 

WiUeedoi-Coventry 

York- Newcastle 

St. Panoras- Kettering 

Marylebone-Leiceeter (via HighWyoom 

be) 

Perth-Aberdeen 

Waterloo-Salisbury 

Ballybrophy-Mallow 

Kilmarnock-Carlisle 

Victoria-Brighton 

Liverpool-st.-Norwich (Trowse) 

Crewe-Rhyl 

St. Panl's^argate West 

Edinburgh-Carlisle 





Time 


Speed. 


Miles 


occu- 


Miles 




pied. 


per 








hour. 




h. 


m. 




118 


3 





50.2 


76 




18 


58.6 


88 




32 


57.7 


80 




24 


57.4 


72 




16 


56.8 


1074 




54 


56.5 


80 




37 


55.0 


83 




31 


55.1 


77 




28 


530 


91 




46 


51.5 


51 







51.0 


114 




14 


40.0 


5U 




3 


48.7 


73 




33 


47.4 


08} 


2 


11 


45.1 



Table B. 



COIIFANT. 



Nortb-Eastem 

Great Central 

Caledonian 

Midland 

London and South-Westem . 
Lanoashira and Yorkshire. . . 
South'Eastem and Chatham 

Great Eastern 

Tilbury and Southend 

Hull and Bamsley 

Great Northern uxeUad) . . . 
Domeraat and Donet 



Run. 



Darlington- York 

Leicester-Nottingham (Arkwright St.) 

Forfar-Perth 

Kettering-Bedford 

Basingstoke-Vauzhall 

Manchestei^Liverpool 

Tonbridje-Ashford 

linooln-SpAldlnft 

Stepeney-Westcuff 

Hemsworth-Howden 

Drogheda-Duhlin 

Blandford-Everoxeech 



Miles 



22 

32 

22 

46 

87 

26i 

88{ 

83 

25 

31} 

27$ 



Time 
occu- 
pied. 



h. m* 
43 

















22 
32 
28 
40 
40 
80 
44 
30 
30 
SO 
34 



Speed. 
MUes 

hoar. 



61 

61 

60 

58 

56 

65 

63 

62 

60.7 

50.0 

48.8 

480 



7 
3 



5 

1 
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Table C. — fastest booked start-to-stop runs not less than 60 
miles in length on french railways in 1911. 



Company. 



Northen 

Paris-Orleans 

Eatteni 

P.L.andH 

State (Old System) 

State (Westen) 

Soathern 



Run. 



Paris-St. QuintiB 

Bordeaui-Angoaleme 

Paris-Chalons 

DijoB-Maooa j 

Chartree-Thouars 

Paris-Roaen 

Dax-Bordeauz 





Time 


Miles 


0000- 




pied 




b> m> 


95 


1 83 


S^ 


1 29 


107 


1 64 


77 


1 23 


147 


2 60 


86 


1 40 


92 


1 48 



Speed. 
mm 

hour. 



61.8 
68.1 
56.6 
66.2 

62.1 
61.7 
61.1 



In Table C the Eastern Company's run displaces one from Paris 
to Troyes, 103^ miles, in 1 h. 47 min., speed 58.1. The latter run 
is now performed by two trains in 1 h. 53 min., speed 55.0. The 
run from Chartres to Thouars is 3 min., and that from Paris to 
Rouen 5 min. slower. 

It is notorious that the State administration of the old Western 
system has resulted in the services becoming a by-word of un- 
punctuality, danger, and general inefficiency. The latest attempt 
to remedy the chaotic condition of affairs is wholesale decelera- 
tion. 

For example, in 1910 there were fourteen non-stop runs be- 
tween Paris and Rouen, averaging 1 h. 50 min., or a speed of 47 
miles per hour. There are now ten runs, averaging 2 h. 15 min., or 
a speed of 38.3 miles per hour. The day boat train from Eng- 
land (Victoria dep. 10 a. m.) now arrives in Paris at 7:12 p. m. 
instead of 6 :43 p. m. ; while in the opposite direction the departure 
from Paris is 10 :15 instead of 10 :20 a. m., and London is reached 
at 7 :35 p. m. instead of 7 p. m. 

The most important expresses are the Paris and Havre, a jour- 
ney of 141^4 miles, and they may be dealt with in detail: — 

1st class. Ist class. 1st and 2nd 



A. IC 
1910 Paris, dep 8.16 

Havre, arr 11.1 

1911 Paris, dep 8.5 

Havre, arr 11. S2 

1st and 2nd 
class. 

1910 Havre, dep 8.8 

Paris, arr 11.20 

1911 Havre, dep 8.0 

Paris, arr 11.88 





class. 


P.M. 


P.BC 


4.25 


7.47 


7.46 


11.0 


4.15 


7.19 


8.10 


11.42 


1st class. 


1st. class. 


12.45 


8.45 


4.25 


11.32 


12.33 


8.80 


5.0 


12.0 
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As there is nothing novel to record of either, the tables of the 
longest non-stop runs on British and French railways do not need 
repetition. 

Last year we furnished some particulars of railway speed in 
Germany. The fastest nm in the Empire is still that from Berlin 
to Halle, 101 miles, in 1 h. 50 min., speed 55.0, but there are now 
three trains performing it instead of one. 

Two new dining-car non-stop expresses have been put on be- 
tween Berlin and Hamburg, a journey of 178^4 miles. The quicker, 
Berlin dep. 8 :40 p. m., accomplishes the run in 3 h. 20 min., speed 
53.4, while the corresponding train to Berlin, Hamburg, dep. 6:10 
p. m., takes 2 min. longer. Hitherto the longest non-stop run in 
Germany was 158 miles, viz., between Berlin and Hanover. 

Outside France and Germany there appears to be no continental 
run of any length which attains a speed of 50 miles an hour. The 
Low Countries seemingly yield the next best running, the fastest 
in Belgium being Ostend to Brussels (Nord), 75^ miles, in 1 h. 
34 min., speed 48.3 ; and the fastest in Holland, Flushing to Boxtel, 
85J4 miles, in 1 h. 50 min., speed 46.5. 



Time 


Speed, 


occupied. 


miles 


h. m. ] 


per hour. 


.. 55 


«1.« 


.. 59 


«0.0 


2 13 


60.0 


4 8 


56.2 


9 1 


52.0 


18 


50.5 


18 


54.S 



NOTE. — ^In the United States we have few trains that for a short dis- 
tance are to be compared with the fastest of these British and French 
speeds. But we have many trains that from distances of 60 miles up are as 
fast and faster. At present our well-known flyers are as follows: 

Miles. 



Atlantic City R. R Camden- Atlantic City. 66.5 

Pennsylvania R. R. Camden- Atlantic City. 59.0 

Lake Shore A Mich. So Blkhart-Toledo 133.0 

Lake Shore A Mich. So Chicagro-Toledo 234.0 

Penn. Co. (Ft. Wayne) Chlcagro-Pittsburfir . . .468.4 

Pennsylvania Lines Chicago-New York. . . 908.9 

New York Central Lines.. .Chicago-New York... 978.7 



London's Daily Railway Passengers. 
(From the Railway and Travel Monthly.) 

The census taken by the City of London Corporation of people 
entering the city on April 28th show that from the twenty-four rail- 
way stations within the square mile, no less than 342,451 persons 
emerged from these stations during the twelve working hours of 
that day. Liverpool Street is easily first, and shows an increase 
of 30,932 passengers arriving there after the figures of twenty years 
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earlier, when the counting was continued for 16 hours (5 a. m. to 9 
p. m.). 

The morning hours were naturally the busiest time for arrivals 
by railway. At Liverpool Street the number of persons estimated 
to have alighted at the sixteen platforms in use during the hours 
stated were: — 

A.M. A.H. 

7 to 8 17,160 10 to 11 8,800 

8 to 9 88.000 11 to 18 8,070 

8 to 10 18.750 

The above figures show a total of close upon 65,000 persons en- 
tering the station in the five hours stated, or an average of 13,000 
an hour. 

At Broad Street Station the busiest hours were from 8 to 10 
a. m. From 8 to 9 it was estimated that an average of 1,500 per- 
sons passed each of the eleven gates per hour, and from 9 to 10 
the average was 1,000 for each gate per hour, the numbers falling 
oflF considerably later. On one platform 780 persons arrived in two 
trains. 

The table below gives the comparative figures for the census 
of 1881, 1891 and 1911 :— 

1911. 
Name of Station. (12h.) 

Liverpool Street (O. E.) 80,758 

Broad Street (N. L.) 27.897 

Cannon Street (S. R St C.) 27.054 

Fenchurch Street (O. B. & I^. T. & 8. R.) 25.822 

Lombard Street, **T" 16.538 

Liverpool Street (Met.) 17.092 

Aldersffate Street (Met.) 15,654 

Moorgate Street (Met.) 15.440 

Mansion House (Dlst.) 13.858 

Moorsrate Street (G. N. and City) **T*' 12,478 

Mark Lane (Met Dist.) 10.771 4,257 

St Paul's (S. E. A a) 10,814 7,244 

Blackfriars (Met Dlst) 10,281 5,520 3.541 

Bank (Central SUtion), "T" 9.771 

Do. (Waterloo) "T" 7.426 

Aldgate (Met) 7.273 6.859 

Monument (Met Dist) 6.206 8.896 

Cannon Street (Met. Dlst) 6.107 2.710 

Ludflrate Hill (S. E. & C.) 6.406 15.772 18.890 

Moorsrate Street (C. & S. L.), *T'* 5,421 



1891. 


1881. 


(16h.) 


(16h.) 


49.826 


82.824 


42.215 


29,506 


26.524 


20.471 


26.729 


15.242 


11.766 


8,272 


14.300 


8,818 


15,295 


12.634 


9,458 


15,528 



/• 
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Post Office (Central London), 'T" 6.115 

Holborn Viaduct (S, E. & C.) 4.262 S.680 2.777 

Snow Hill (S. B. & C.) 2,068 2.808 2.532 

Klngr William Street (C. A S. L.) "T" 8,936 

Totals 824,451 252,270 168,02» 

A glance at the above table shows a striking decrease of 10,367 
passengers arriving at Ludgate Hill Station, as compared with 1891, 
which in its turn showed a decrease of 2,618 when compared with 
ten years earlier. There is, however, an increase of 3,070 at St. 
Paul's station this year when compared with 1891. In 1891 the only 
Tube station in the city was that belonging to the City and South 
London Railway, in King William Street, near the Monument, 
which is now closed. This year six Tube stations come into the 
list, and they brought in 56,744 passengers. In the above statement 
Tube stations are designated by a capital "T." 

Italian State Railway Finance. 
(From The Railway Gazette of London.) 

Although the administration of the Italian State Railways has 
recently undergone some improvement as compared with the con- 
dition of affairs existing during the first few years of State opera- 
tion under the new regime, the financial results of Government 
ownership continue to contradict the arguments of the nationalization 
advocates. The main lines were taken over by the Government in 
1905, when the companies were paying the National Treasury about 
65 million lire annually.* Allowing for traffic increases, this figure 
should amount at present to at least 80 million lire, or, in other 
words, the working of the State Railways ought to be yielding an 
annual net profit of that amount. Actually, the net revenue paid 
over to the Treasury by the State Railways has in no single year 
amounted to anything like the share of the profits formerly handed 
over to the Treasury by the companies, and the general tendency is 
for the surplus to decrease, as shown in the following table, which 
gives the payments to the Treasury for four consecutive years : — 

1906-7 43 mUlion Ure 1908-9 20 mUlion lire 

1907-8 37 " " 1909-10 37 

As a matter of fact, the increase shown for 1909-10 compared with 
the previous financial year is only apparent, since the figures were 

•a lire Is equal to 19.3 cents. 



Railway Notabilia. 333 

manipulated partly in order to conceal from the taxpayers the 
costliness of the luxury of a State railway system, and partly for 
reasons connected with the drafting of the railway budget. This 
was effected by a very ingenious method, which consisted in passing 
a law in 1909 whereby the Railway Administration, was relieved of 
certain heavy expenditures. M. Ancona, an Italian deputy and a 
competent engineer, has calculated that the Railway Administration 
was in this way freed of a charge of 24 million lire in 1909-10, which 
means that for that year the surplus handed over to the 'Treasury 
would amount to only 13 million lire instead of the official figure of 
37 million. Furthermore, M. Ancona has shown that still another 
"lightening of expenditure," amounting to 8 or 10 million lire has 
to be taken into account, which would reduce the net surplus to 
three or five million lire. Commenting on these figures, the 
Economist recently stated that it was shown beyond doubt that in 
the brief period of five years of State operation, the Treasury had 
lost the entire revenue on the capital of five milliards of lire spent 
on the construction, the equipment and the acquisition of the rail- 
ways. 

American Waterways Superior to European. 

By Gen. Wm. H. Bixby. 

(From an address delivered before the National Rivers 

and Harbors Congress.) 

Several years ago there was a considerable cry throughout the 
country that the United States was away behind the rest of the 
world in matters of waterway improvement and waterway utiliza- 
tion, and statements were made broadcast that if the United States 
could only be given a system of waterways equal to those in Europe 
in length, breadth and depth, there would be an immediate enormous 
development of water-borne commerce. The fact is, however, that 
the most of our water-borne commerce difficulty is due to other 
things than merely the depth, width and length of our waterways. 

Last year, after careful investigations extended over several 
years, the British Royal Commission on Canals and Waterways 
finished and submitted a report upon the advisability of doubling 
the depth and capacity of British Canals. In its report and as an 
appendix thereto, this Royal Commission gave careful statements 
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as to all the waterways'^of France, Belguim and Germany, including 
extensive and valuable tables of details as to the cross-section, 
capacity and tonnage of these waterways. 

The results show that no matter whether you consider merely 
navigation of 2 ft. depth, or of 6 ft. depth, or 10 ft. depth, or 20 ft. 
depth, the United States has in existence more miles of good naviga- 
tion than France, Belgium and Germany all put together; and that 
if it were possible to trade off the waterways of the United States 
for the waterways of Europe, it would be Europe and not the United 
States that would be the beneficiary by the transaction. 

It is difficult for the general public to make proper comparisons 
between the waterways of this country and Europe, and to draw 
therefrom correct deductions. The differences between the two 
parts of the world are too great In comparison with the United 
States, Europe has an enormous and densely settled population, and 
consequently it has more mouths to feed, more bodies to clothe, 
more people to house and more natural and manufactured products 
to transport per square mile of country or per linear mile of river. 

For example, entire Europe averages 107 inhabitants per square 
mile against 46 for the entire United States. In Germany the den- 
sity of population is 290 per square mile, and in Belgium 620, while 
in many parts of the United States in the neighborhood of our im- 
proved rivers the population is scarcely more than 40 per square 
mile. 

Moreover, as a general rule, throughout Europe the use of 
waterways and of railways is controlled by the General Govern- 
ment in such a way that there is always maintained a difference be- 
tween freight rates by water and those by rail sufficient to encourage 
the use of these waterways to a much greater extent than is possible 
in the United States under our habits and customs. When the 
United States becomes as densely populated as Belgium, it will be 
difficult to find enough railroads and waterways to supply even the 
emergent needs of our population. 

BusoPEAN Railroads. 
An Essay in Jerky Sentences from the "Gimlet." 

It's popular in the U. S. A. to 'Toiock" our railroads. After 
railroading in England, France, Germany, Belgium, Holland, 
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Switzerland, Bohemia, Austria and Hungary, I take back most 
humbly all I have ever said against an American railroad. 

Please read, reflect and retain the following facts. Legislators 
are especially requested to R. R. R. : 

European trains are slower than ours. 

European roads are more expensive than ours. 

Their sleepers are a joke. 

They are dirty and poorly kept. 

They are usually late. 

Their "diners" make one weep. 

There are usually no reservations. 

You make a mad scramble for seats. 

You are locked in small compartments with strangers. 

The "fast" trains between capitals are not so bad. 

When you get into the "interior" you see railroading that's 
primitive all right. 

They stop a long time at every station. 

They punch your ticket at the gate and take it up when you 
arrive at another gate. 

No one shows you your car. 

No one gets you a seat. 

You hire a porter to take your luggage and trust to him. 

Conductors take tips. If not too crowded, you can get a whole 
compartment for a tip. 

They only allow 58 pounds for baggage. 

They have no checks. Sometuncs you get a thin paper receipt. 
Excess baggage charges are excessive. 

Checking your trunks from your home to your hotel in another 
city is a dream of the future. 

Travelers carry a wagon load of "grips" and fill up the com- 
partments. 

Ticket sellers are mostly women. 

If you don't look out you get "short changed." 

Conductors draw from $40 to $60 per month. 

Their lanterns are candles in a square glass box. 

There are no bells on the engines. 
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They warn with a shrill whistle. 

The conductor does not sing out "All aboard," but blows a 
whistle twice. 

Many trains have no toilet accommodations. 

Meal hours are very uncertain — always carry chocolate and 
crackers. 

In Germany when a train stops, sellers of beer pass it in the 
windows. 

The nicest station we saw in all Europe was at Salzburg. Die 
neue Kunst. 

After the train starts you never see the conductor. They do 
not call out stations. You look out for yourself. 

We shook hands all 'round when we found ourselves on the 
"Pennsylvania 24-hour train" bound for St. Louis — all our troubles 
were over. 
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The Song of the American Freight Car. 

Bt S. W. Oilulan^ in Baltimore American, 

I'm a bumped and battered freight car on a sidetrack in the yard; 
I'm restingr — resting gladly, for my life is cruel hard. 
And I seldom find an hour when I'm idle or at home, 
For rm usually loaded and am out upon the roam. 
I've been shunted in Seattle. Fve been switched in Boston town ; 
I've been stranded in St Louis, where I saw the train crew drown. 
I've been snowed in up by Denver ; I was wrecked at Council Bluffs, 
When the strike was in Chicago I was stoned by savage roughs. 

I've hauled lumber in Wisconsin ; I have helped move Kansas wheat ; 

I have camped within the stockyards till they filled me up with meat ; 

I have brought green watermelons from the sunny, sunny South, 

While the darkies gazing at me 'gan to water at the mouth. 

I have rumbled o'er the Coast Line on the California shore, 

I have hauled the Lompoc mustard crop and Santa Ana ore. 

I have been from Manitoba down to Matagorda Bay, 

While on every trip Fve traveled by the longest, slowest way. 

I have hauled the toil-scarred hobo by the dozens and by ones; 

I have carried honest poor men in my longer westward runs ; 

I have carried fleeing criminals deep-buried 'neath the corn 

That from off the rustling ranches to the greedy mills was borne. 

I have carried knaves from Justice ; I have carried fools to wealth. 

Hauled the hopeless home to perish, hauled the invalid to health. 

I have stood between the tourist and the scenery he thought 

Should be seen from sleeper window when a "guide book" he had bought 

I have often lost an axle when the train was wrecked and stood 

For a week until the workmen found the time to make it good. 

I've been everywhere, seen all things, been in sunshine, rain and snow ; 

I've been idle for a fortnight, then for months upon the go. 

I'm a bumped and battered freight car on a sidetrack in the yard ; 

There are chalk marks on my body — ^these my only calling card. 

But I see the pony engine coming for me on the fly — 

No idea where I'm going or what for, but — bump — good-by! 

AoDKD Stanza bt "Gondola Hoppbkbottou Flatbox." 

There's a cuss they call Per Diem now that keeps me on the Jump, 

He never lets me stop and rest 'Tls always up and hump. 

In the good old times I had a chance to sleep a month or so 

Every summer on a siding, waiting for the wheat to grow. 

Or they'd flll me up with cotton, and Td have a little quiet 

Till the broker man that owned it found a customer to buy it 

But now those peaceful days are gone. 'Tis always, "Get thee hence ! 

What are you doing standing there, a- wasting twenty cents?" 

It's hustle all day long, and then at night, unless I'm ditched. 

At eleven flfty-nine p. m. Fm certain to be switched. 
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INTRODUCTORY 

It is excellent 
To have a giant's strength ; but it is tyrannous 
To use it like a giant. 

Measure for Measure, 

Railway affairs in the United States during the year 1911 have 
been "on the knees of the gods," i. e,, the Interstate Commerce 
Commission, and they have suffered accordingly. Invested by Con- 
gress with powers of life or lingering death, the Commission has 
failed to exercise these powers either beneficially or constructively, 
but with scarce an exception has used them constrictively and 
destructively. Regulation without provision for improvements, bet- 
terments and extensions spells eventual deterioration and decay. Re- 
ductions in rates attended by advancing wages and all other costs 
of operation mean not only the curtailment of improvements but 
also impairment of service. 

Administrative commissions are notoriously political, not economic 
in their origin, appointment and tenure. Their motives therefore 
are political rather than economic, and so their ruling idea is to 
make political capital rather than insure success through efficient 
management. The attitude of the Interstate Commerce Commission 
toward the railways is an illustration of regulation by an adminis- 
trative commission. 

Prof. H. C. Adams, the ex-statistician of the Commission, sought 
to achieve the impractical by making the control of the railways 
through their accounts the goal of his multifarious statistical re- 
quirements. The purpose of this compilation is to construct a 
mirror of facts and figures wherein the American people may see 
what is being done to their railways — ^the essential arteries of their 
industrial life — by a mistaken application of regulation. 
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Dazzled and possibly alarmed over the magnitude of the vast 
business it was created "to conserve and protect," as well as regu- 
late, the Commission seems to have set itself the task of leveling 
all railway rates down to the point where their entire income is 
divided among the employe, the tax collector and the creditor, 
ignoring the claims of the public for improved, up to date facilities, 
and of the owners for reasonable remuneration. 

The first figures in the statistical mirror show that where during 
the past two years railway revenues have been the largest in their 
history their net income has declined, in spite of economies that 
leave the roads generally insufficiently equipped to handle the future 
demands of traffic which normally doubles every decade : 

Gbosb and Net Revenues of the Railways of the Uniteo States fob the 

Last Thbee CALENDAR Yeabs. 



Av«nce MilM of Line 
Operated 


GroM'^Rereiraee 
Crom^Operation 


Net Income Including 
Profito from Outside 
Operations and Deducting 
Taxes 


Net Income 
per Mile of line 
Operated 


1909—234.950 


12.607,228.647 
2.841.699.312 
2.814.222.700 


8812.792.315 
802.676.736 
770.830,007 


13.460 


1910—239.975 


3.345 


1911—244.138 


3.157 



In studying this travesty on industrial progress, that proceeds like 
the crab in Hamlet's perturbed imagination backwards, the student 
should remember that but for the depression of 1907 and the re- 
cession of over $300,000,000 of earnings in 1908, railway revenues 
under normal conditions would have been over three billions in 
1909 and over $3,500,000,000 in 1911, provided always that facilities 
and equipment in the meantime had been maintained equal to the 
normal growth of the traffic. That they have not been so main- 
tained during the past four years is one of the notorious and un- 
avoidable facts of the situation. The stagnation in the railway sup- 
ply business is at once proof and result of these conditions. 

The fact of an increase of over $200,000,000 in gross revenue 
in two years attended by a decrease of $42,000,000 in net shown in 
the above statement is accentuated by an average increase of no less 
than 9,188 miles of operated line. Moreover, between January, 1909, 
and December, 1911, there was an actual increase of over 14,500 
miles. At a moderate estimate of $40,000 per mile, this means 
that nearly $600,000,000 had in the meantime been irrevocably de- 
voted to public use in American railways. 
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QUABTEB OF A BiLLIOIf AODED TO PaT ROLL. 

The chief factor in bringing about the loss in net income shown 
above was the increase in the rate of wages in 1910 agreed to in 
expectation of the increase in freight rates denied by the Commis- 
sion in February, 1911. This is reflected in the following statement 
for which we have to revert to the figures for the fiscal years men- 
tioned : 

NUMBEB AND COMPENSATION OF RAILWAY EMPLOYES FOB THE YEABS ENDINQ 

June 80, 1909, 1910 and 1911. 



Tmt 


Nnmber 




Averace per Man per Year 


1909 


U28,806 
1,7S2,4S6 
1.606.000 


$1,006,840,968 
1.166.444.866 
1.230.800.000 


1667 


1910 


673 


1911 


736 



Here is shown an increase in railway payrolls in two years 
of upwards of $225,000,000, or more than enough to offset the 
increase in gross earnings in the meantime. The fact of chief sig- 
nificance, however, is the increase of $69 a year per employe which 
demonstrates in a rough way that $117,000,000 of the quarter of a 
billion increase was due to the advance in the rate of wages, which 
was only partly effective in the year 1910. 

In 1909 the pay roll absorbed 41%. of the gross earnings of the 
railways, in 1910, 42%, and in 1911, 43.67% ; in the meantime the 
operating ratio rose from 66.16% in 1909 to 68.68% in 1911 (vide 
monthly returns). 

Passenger Traffic Well Maintained. 

That these figures do not reflect an even less healthy condition 
than they do is due to the steady increase in passenger traffic where 
the average receipts show a recovery to almost 2 cents a mile 
from the low level of 1909. During the three years the receipts 
from passenger and freight traffic were as follows : 



Receipts 


FBOM Passenger and Freight Traffic for the Calendar Years 

1909, 1910 AND 1911. 




IwTsmM From 


Reoei|»ts per PuMBger 
per Mile (Canto) 


Reveirae From 
Frcicht 


RMeiptoperToa 
per Mile (ICilla) 


1909 

1910 

1911 


9001.733.969 
047.719.771 
M1,276.8S8 


1.928 
1.988 
1.908 


$1,798,258,814 
1.988.478.759 
1.920.885,982 


7.88 
7.53 
7.64 



Note.— The avefagt reoeipto per 
mimdKt yeer is aTiilAble. 



and Um mile ere for the fieonl yenr. m no data for Uie 
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The effect of the attrition of persistent rate reductions is shown 
in the last coUimn, where instead of a gradual advance due to the 
carriage of high class commodities as density of population in- 
creases, there is shown a material reduction. The difference of nine 
one-thousandths of a cent shown in the above statement, so seem- 
ingly insignificant, represents a loss of over $22,000,000 to the rail- 
ways in a year when they needed every dollar. 

Increasing Chakge for Capital. 

So far the statistical mirror has reflected only the straits to 
which the railways have been brought by the advancing cost of oper- 
ation. But there is a nether stone upon which they are being 
ground with equal though not as apparent force. Capital has a 
claim on railway revenues as inevitable and indisputable as any 
of the items included in operating expenses. Six hundred million 
dollars has been mentioned above as the reasonable cost of 14,500 
miles of line added to the operated mileage in the United States 
since January 1, 1909. How much of this was borrowed and how 
much invested there is no convincing means of knowing. But the 
payment of interest on funded debt affords a rude barometer in 
which to read the inexorable claims of capital on railway income. 
For the three years covered by the preceding statement, the amounts 
paid on this account out of income were as follows : 

INTEBEST Paid on Funded Debt by Operating and Operated Roads, 1909, 

1910 and 1911. 





Operating Roada 


Leased Roads 




Interest on 
Funded Debt 


Interest on 
Current Liabilities 


Interest on 
Funded Debt 


Interest on Current 
liabiUties 


1909 

1910 

1911 


$331,994^1 
349.092.709 
800.686.381 


122,158.417 
13.207.243 
15.070.222 


149.906.920 
49.640,557 
No data 


92.064.632 
3.313.099 
No data 



Complete returns will raise the interest paid on funded debt by 
operating roads to over $365,000,000: other interest and interest 
paid by leased roads will make the total over $432,000,000. 

Formidable as is this aggregate, it represents only 4.2% on the 
total funded debt of all the railways in 1910 and not 4% on their 
present funded debt and current obligations. 
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If it be subtracted from the net operating income ($770,830,007), 
It leaves only $338,830,000 to be divided among deficits for weak 
companies, appropriations for additions and betterments, other re- 
serves and deductions, dividends and surplus. What is left for 
dividends and surplus may be judged from the fact that in 1910 
the other items mentioned absorbed $104,870,686 of the sum avail- 
able after payment of interest. 

The Margin of Solvency and Efficiency. 

It is the steady shrinkage of the margin between the demands 
of labor and the charges of capital that is the alarming feature of 
the railway situation today. Perhaps what is happening to this mar- 
gin can be best illustrated by dividing gross earnings into the sev- 
eral percentages received by each in two specimen years, ten years 
apart, as follows: 

SuMMABT or Percentages or Gross EIuutings Paid to Opebatinq Ex- 
penses, Taxes, Interest in 1901 and 1911. 





Per Cent of Gross Eaminci 




1901 


mi 


Opfcntinc EipflBtes 


M.86 

3.20 

15.01 

10.83 


68.58 


Tmw«... w.^. W...W ..» ^ X . . X ..... .wx 


i.10 


Interest oo Fanded Debt 


15.85 


Mmrgin for Additions. Betterments, Deficits, Dividends and Sur- 

dJos 


11.07 








100.00 


100.00 



For twenty years railway management has been struggling with 
the problem of maintaining a safe margin between the upper and 
nether millstones of this industry represented by labor and capital. 
It has introduced innumerable economies of operation. Through 
years of stress and prosperity these economies alone have saved the 
situation. Every instrumentality of transpcM'tation that modern 
invention could devise and capital could command has been pressed 
into the service to maintain the margin of profit that is the only 
assurance of safe operation and continuous improvement. 

During this period the cost of labor per unit has increased ; the 
tax rate has advanced 33% ; the rate of interest on borrowed capital 
has gone up (nearly 1%); regulative exactions, some protective, 
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many impractical, all arbitrary and expensive, have multiplied ; hun 
dreds of miles of tracks have been elevated; thousands of grade 
crossings have been eliminated; more than 12,000 miles of double 
track have been laid; the block signal system has been installed on 
over 70,000 miles; heavier rails have been laid; the weight and 
capacity of equipment have been doubled; modern stations have 
replaced innumerable temporary and outgrown structures ; — in short 
the facilities and conveniences of transportation have been revo- 
lutionized at constantly augmenting cost, whereas the average re- 
ceipts per passenger mile and per ton mile have decreased and mail 
pay has been arbitrarily reduced. 

As an inevitable result of this 'high cost of living" and reduced 
pay, the margin of solvency and efficiency during the last ten years, 
as shown above, has shrunk from 16.33% of gross earnings to 
11.97%, or no less than 36%, and this too in spite of the fact that 
capital's portion has declined from 15.61% to 15.35%. 

It may be that the Interstate Commerce Commission has not 
had its attention called to this shrinkage. The Commission may be 
of opinion that the process can go on indefinitely, or it may be in- 
different to what these figures portend. But the money markets of 
the world, upon which the railways depend for fresh capital, do 
take note of the portentous loss. To them the difference between 
16.33% and 11.97% on the gross earnings of the railways of 1911 
represents a loss of over $122,000,000, which reduces the borrowing 
credit of the railways by at least $2,400,000,000 1 

What Prof. Adams Said in 1901. 

Here it may be permitted to quotd the language of the Official 

Statistician in his report for 1901, when things were going the other 

way: 

"The percentage of operating expenses to operating income in 
1891 was 66.73%; for the year covered by this report (1901) it is 
64,86%. The difference may be said to represent the margin of 
financial improvement as between the two years placed in com- 
parison. The significance of this apparently slight margin of im- 
provements will be appreciated when it is observed that on the basis 
of the gross earnings for the year ending June 30, 1901, it results 
in placing at the disposal of the railways over $29,000,000 in excess 
of what would have been placed at their disposal had the ratio of 
operating expenses to operating income of the year 1891 been 
continued. This fund, capitalized at the average rate of dividend 
paid upon stock, would warrant an increase in the valuation of rail- 
way property of over $500,000,000." 
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It is a poor rule that won't work both ways, as this one does*. 

Whatever theorists, speculators and politicians may think, because 
they hope, there can be no return to permanent national prosperity 
so long as the Interstate Commerce Commission consigns the rail- 
ways to a state of intermittent impecuniosity or perpetual retrench- 
ment. 

Today the budgets of railway managers calling for large sums to 
make delayed additions, improvements and extensions are pigeon- 
holed awaiting the favorable consideration of the money market. 
This market is not in the control of any man or group of men. It 
is the sum of the investing intelligence of the world, advised by the 
keenest and best informed minds of London, Paris and Berlin, to 
say nothing of Old and New Amsterdam. America numbers its 
contributors to the money market directly by the million and in- 
directly by tens of millions, and behind them, interested in the 
solvent operation of its railways, is the entire American people. 

As this is written, the pressing needs of the railways to fresh 
capital to make good delayed improvements and to meet the imme- 
diate requirements for extensions and facilities have to be ex- 
pressed in billions. How many the writer does not venture to esti- 
mate. There is scarcely a company of any extent in the country 
that does not need millions to put it in shape to meet public de- 
mands promptly and economically; many count their necessities by 
tens of millions and a few are in the market for hundreds of mil- 
lions. All know that investors scan the situation with skeptical 
scrutiny because the Interstate Commerce Commission has shown 
no disposition to relent in the exercise of its power to reduce rates 
and suspend advances, and the representatives of certain classes 
of employes are again pleading the "high cost of living" in a demand 
for higher pay. 

Railway Regulation. 

The year 1911 has seen a steady advance in the matter of rail- 
way regulation. 

Reduction of rates, irrespective of what is a "just and reason- 
able" charge for the service rendered, has been the persistent tenor 
of the Commission's rulings. 

In opinion No. 1645 the Commission has said in so many words 
that it is "without power to order an increase in any rate." 
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The authority to suspend schedules advancing rates, instead of 
being a discretion exercised by the Commission, is delegated to and 
exercised by a file clerk. 

This third step in the congenial art of regulating American rail- 
ways may be considered as an abuse inseparable from the law shift- 
ing the burden of proof of the necessity for an increased rate to 
the carriers in all schedules advancing rates. No matter though 
unopposed or how imperative the necessity for a change may be, 
automatically the autocratic file clerk stamps it "Suspended," first for 
120 days and then for six months more, by which time the necessity 
for the advance may have passed or the railway may be in the 
hands of a receiver. 

Thus what was presumed to be the exercise of a broadly in- 
formed discretion becomes the perfunctory act of a clerk or office 
boy. It would be impractical for the Commissioners to pass on 
all these schedules, but they should at least be submitted to an 
experienced official or examiner and the suspension should be dis- 
cretionary and not automatic* 

During the year 1911 the Commission has handed down a total 
of 249 decisions, of which 156, or 62%, granted reparation or re- 
duced rates to the complainants without a single advance. The 
opinions accompanying these decisions, except those submitted by 
the Commission as a whole, were written by the following members : 



Opiniooby 


Complaints 


Graatinc 

Reparatiaoor 

Redoetioos 


CbairmaQ Clements 


8 
9 
8 
2 

10 
4 
8 

M 


12 


Commiaioner Prouty 


20 


Lane 

Clark. 

• Harlan 

• MoCbord 

• Meyer 

Bt the Comminioo 


8 

10 

9 

8 

8 

81 








Total 


03 


156 



Contemporaneous with this deliberative work of the Commis- 
sion, the process of trimming railway revenues to suit the ideas of 

*No«.— The Commission claims that this is a misstatement; that only a small fraction of 
tariffs advancing rates is suspended, and these only alter the advance has been passed on by a board 
of qualified and trotted eiperts. 
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shippers proceeds with automatic dispatch. In 1911 no less than 
2,861 reparation orders, or unreported opinions, granting refunds 
ranging from a few cents up to tens of thousands of dollars were 
entered. This is a slight decrease from the 3,103 entered in 1910. 

If the Government Owned the Railways. 

The impasse possible through the lowering of rates and the rais- 
ing of wages suggests what would happen if, to preserve the neces- 
sary transportation interests of the country, the government were 
to take over the ownership and operation of the railways of the 
United States. 

In the first place, their acquisition would necessitate the issue of 
something like $20,000,000,000 four per cent, bonds. Whether such 
a stupendous issue could be floated at par, or would stagger the 
credit of the richest nation on earth, will not be known until it is 
tried. 

Before the ink on these bonds was dry, the government would 
have to float an additional billion bonds for delayed improvements 
and facilities, another billion for construction and extensions that 
the business of the country actually needs, and still another billion 
to build lines where they are wanted but not needed. 

So within three or four years we would have a government rail- 
way debt of over $23,000,000,000, involving an annual interest charge 
of $900,000,000. 

Even then the American railways would still be capitalized be- 
low the average of European railways. 

But would the expenses of operation remain stationary? Would 
the labor organizations accept the answer of no funds for more 
wages? Where private operation gets along with 700 men per 100 
miles of line, would not political operation find places for three times 
as many, as in Germany, for instance? And would the pay per 
man come down to the German level, or would the government pay 
American wages at the expense of American shippers by boosting 
freight rates to the German level, or resort to general taxation? 
What would become of the organizations of labor employes ? Would 
the government tolerate them? 

These are the speculative rocks toward which drastic regulation 
of American railways is driving them. 

Japan affords an object lesson in the rapid growth of railway 
capitalization under the fostering care of government ownership. 
In 1907 when a majority of the lines were still under private owner- 
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ship, the capital account stood $215,686,821 for 4,808 miles of road, 
or $44,860 per mile. In 1910, when the government had "national- 
ized" all but 506 miles, the capital account, according to imperial 
figures, stood 769,624,014 yen ($384,812,007) for 4,624 miles, or over 
$83,000 a mile. This cannot be charged to the excessive cost of 
labor, for the average pay of the 90,131 railway employes in Japan 
in 1910 was only 17.50 yen per month, or $105 a year. 

Review of the Last Five Calendar Years, 1907-1911. 

For the purpose of presenting an up-to-date comprehensive view 
of the railway situation following the panic of 1907, the next 
three statements give the gross earnings, operating expenses and net 
operating revenues of tlie railways for the calendar years 1907 to 1911 
by months. These tables, except for the first six months of 1907, are 
compiled from the monthly bulletins to the Interstate Commerce 
Commission. Unlike the statistics based on annual reports, they in- 
clude returns from switching and terminal companies. In this re- 
spect they are more truly representative of the transportJttion in- 
dustry of the United States than the more exhaustive statistics of the 
Commission from which those inseparable auxiliaries are excluded. 

Summary or Gboss EARNmos of the Railways of the United States 
During Five Calendar Years 1907 to 1911, Inclusive by Months 

AND Half- Yearly Divisions. 





1007 


1008 


1009 


1010 


1011 


Avemge Mileage 

Jamiary 

Febniary 

March 


227.000 

(thoosanda) 
$ 109.000 
178.300 
211.700 
214.800 
224.800 
223.000 

$1,251,900 

1 228.672 
241.303 
234.886 
250.676 
220.446 
104.804 

$1,300,688 

$2,621,288 


231»584 
(thouaands) 
$ 173.611 
161.065 
183.500 
176.071 
174.527 
184.047 

$1,051,853 

$ 105.245 
206,8n 
210.013 
238.105 
211.281 
205,455 

$1,270,078 

$2.322331 

$ 208.457 


234.050 
(thooaanda) 
$ 183.264 
174.574 
205.838 
107<024 
301.506 
210.182 

$1,172,481 

$ 220.351 
236,082 
246.335 
260.821 
247.564 
222.602 

$1,434,747 

$2,607,228 


230.543 
(thooaanda) 
$ 211.041 
202.825 
238.725 
225,856 
235.134 
237.088 

$1,351,570 

$ 230,615 
254,006 
256,647 
263.464 
248.550 
236.835 

$1,490,128 

$2,841,600 


244.138 

(thouaanda) 

$ 100.035 

226.007 

215.057 


April 


218.177 


May 


220,643 


Jane 


231,007 


Half Year... 
July 


$1,320,607 
$ 231.688 


Aosuft 


253.043 


8e|itember 

October 

November 

December 

HalfYeor... 

Total 

Deereaaefrom 

Preoedinc Year 
Increase over 

Preceding Year 

Revemeper 
mile of line 


267,257 
266,064 
247,070 
237.585 

$1,403,616 

$2,814,222 

27,407 




$ 284.307 
$ 11.000 


$ 234.470 
$ 11J66 




$ 11.547 


$ 10.034 


$ 11,520 
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StJif M AST or OroATiKo ExRVScs or thx Railwatb or 

roB FiTK Calotdab Teabs 1907 to WIX, Ivcltsite, wt Kovths akd 

Halt-Ycablt DinsioKS. 





Mr 

(llin—iifa) 


M8 

(11 oil dp 


M8 

(11 niidi) 


Hit 

(lloiidi) 


1191 

(11 IllWllll) 


Opeata 


«Bala» 




1919 


1911 


ftm.tnry 


$184,335 
131 JOO 
143.425 
144JQ0 
Ul,740 
150.535 


8133102 
123.7n 
128100 
124184 
133133 
134108 


$182,772 
125133 
136.179 
134.6U 
M17I 
136.138 


8153131 
145148 
160.402 
156.130 
163161 
160114 


8161468 
148.147 
156103 
153.717 
156.794 
158133 


73.TI 

nil 

67.19 
70.45 
68.47 
6717 


7414 


V^bnmj 


7413 


Marth. 


68.61 


Aflffl 


70.46 


•■■^■■' •••••••••••••■ 

May 


6818 




68.60 






HalfTMr 

lutio 


1845.405 

67.7% 

8158 J62 

168.688 
154.150 
142431 


72% 

$127178 
131157 
137.155 
144.165 
136108 
136167 


8800118 
6811% 

81411M 
146.465 

156.790 
153.181 
154134 


8843.M 
66.78% 

8157.458 
164.488 
165167 
168152 
164.636 
166.478 


8940.760 
n.23% 

8158116 
164.460 
164174 
168178 
167113 
185101 


68.78 


ni3 


Illy 


6818 
64.76 
6413 
64.47 
6613 
7018 


6810 




64.99 


fliftiBibfff 


6810 


Oetobcr 


6318 


PtO^T'lflftD'flP' * • ■ • P a • ■ • 


6717 


Dwtmbfr. . . 


68.68 






HttfYMT 

Ratio 


1830 J42 

68% 


1814163 
64.1% 


8803172 

6218% 


8887.078 
66.10% 


8869142 
6614% 


66.10 


6814 








TotftI 


81.775.647 
671% 


81171.465 

67.7% 

8204.182 


81.704180 
6517% 


81.931.172 
6718% 


81.930.103 
6818% 

81189 


67.96 


6818 


Ratio. 




Frifiifllu Ynr , . . 










8132185 
8 7.255 


8236181 
8 8168 






l?ipwwperMito... 


8 7123 


8 6.788 


8 7.906 
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SUMMABT OF NBT OPEBATINQ RrVKKUES OF THE RAILWAYS OF THE UNITED 

States fob Fits Caucndab Yeabs 1907 to 1911, inclusive, by Months 

AND HaLY-YEABLY DIVISIONS. 



1907 
Thousands 



1MB 
Thousands 



1909 
Thousands 



1910 
Thousands 



1911 
Thousands 



Deoreaseor 



1911-1910 
Thousands 



January' • 
February. 
Maroh.... 

April 

May 

June 



Half Year. . . 

July 

August 

September. . . . 

October 

November. .. . 
December 

HalfYear... 

Twelve 
Months 



Taxes. 



Net Operating 
Income 

Per Mile of Line 



$M.776 
60.800 
69.276 
69.810 
73.060 
73.476 

$406,196 

76.679 
84.465 
77.765 
83.676 
66.294 
61.673 

S439.445 



846,640 
83.166 

1762.484 
3.359 



I 41.106 
37.311 
66.309 
60.787 
60.694 
69.888 

1294.961 

67.367 
76.319 
81.868 
88.909 
74.472 
68.687 

S456.414 



751.366 
86.872 

1664.492 
2.809 



8 60.491 
49.241 
69.668 
62.409 
65.717 
74.043 

$871,662 

78.466 
90.617 
95.449 
104,101 
04.3S3 
68,467 

$631,874 



902.937 
94.661 

$808,173 
3,441 



$67,409 
66.976 
78,322 
66,726 
71,772 
77.173 

$408,380 

73.167 
89.617 
91.680 
03.612 
83.922 
70.357 

$502,146 



910.627 
109,660 



$800,966 



3.344 



$63,891 
49.889 
68.994 
64.400 
69.849 
72.764 

$879,847 

73.672 
88.683 
92,862 
96.084 
80.967 
72.084 

$504,272 



884.119 



116.662 



$768,567 



Deo. 



$3,619 
7,087 
9.329 
2.266 
1.924 
4.409 



Dec. $28,635 






3.152 



Inc. 

Dec 

Inc. 

Dec. 
Inc. 

Inc. 



Dec 



Inc. 



616 
934 
1.302 
2.472 
2.966 
1.727 

$2,127 



26.408 
6,008 



Dec. $82,410 
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In the next statement the operating revenues and expenses for 
the last three calendar years are passed in review more in detail, 
with the proportion each item bears to the gross earnings. 

Statement of Opeeatiko Receipts and Expenses of the Railways of the 

United States fob the Galendab Yeabs 1000, 1010 and 1011, fbom 

Monthly Repobts to the Intebstate Oommeboe Commission, 

WITH Ratios. 



Item 



Ayerugfi MUm Operated. 



OriBAnNO Rbvcnuw Fbom: 

FYeight 

Per Cent of Karnings 

Passensera 

Per Cent of Eamingw 

Other Transportation Revenue. 

Per Cent of Eamingi 

Non-transportation ReTenuo. . . 

Per Cent of Eamingw 



Total Operating Rerenaea 

OriBATiNa ExPBiran: 

Maintenance of Way and Structure. 

Ratio to Revenue 

Maintenance of Equipment 

Ratio to Revenue 

Traffic Expeoses ^ 

Ratio to Revenue 

Transportation 

Ratio to Revenue 

General Expenses 

Ratio to Revenue 

Unclassified 



Total Operating Expenses 

Ratio to Revenue 

Net Opwating Revenue 

Ratio to Revenue 

Profit from Outside OperatioiM. 



Net Revenues. 



Taxis 

Ratio to Qiow Earnings 



NiT Orratino Ihoomi. 

Ratio to Earnings 

Per Mile of Line 



1909 



(a) 234,950 



|1.790,2M.3I4 

08.96 

601,723,959 

23.10 

182.706.090 

7.01 

24.080.802 

.93 



12.604.766.165 



339.167.666 

13.02 

387.155,080 

14.86 

53.257.408 

2.04 

857.339.037 

32.92 

65.441.053 

2.52 

16,809 



11.702.377.052 
65.36 

I 902.389.112 

34.04 

3.367.713 



I 905.756.825 

I 92.964.510 
8.56 

813.792.815 
31.21 
13.460 



1910 



(b) 239.975 



$1,906,478,759 

09.20 

047.739,773 

22 79 

199.181.220 

7.01 

28.299.559 

1.00 



$2,841,699,311 



383.183.718 

13.49 

430.928.959 

15.16 

58.643.461 

2.07 

986.750.731 

34.74 

71.034.700 

2.52 

74.472 



$1,931,172,107 
07.98 

$ 910.527.204 

32.02 

1.080.730 



$ 912.203.940 

$ 109.527.204 
3.85 

802.070.730 
28.25 
$3,345 



1911 



(c) 244.138 



$1,920,085,902 

08.25 

061.276.888 

23.51 

203.425.002 

7.28 

28.834.898 

1.01 



$2,814,222,700 



367.020.155 

13.04 

433.500.458 

15.40 

59.321.315 

2.11 

995.926,925 

35.89 

74.322.370 

2.64 

12.163 



$1,930,103,386 
68.58 

$ 884.119.314 

31.42 

2.272.659 



$ 886.391.973 

$ 115.561.966 
4.10 

770,830.007 
27.39 
$3,157 



(a) At the oloee of the year 1909 the reports covered 236.166 miles of operated lino. 

(b) • ■ • • • • 1910 ■ * ■ 241,364 • • • 
(0) • • • • « • 1911 • • « 346.000 
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The final line in the above table shows how the net revenues 
have decreased relatively to miles of line operated. With the ex- 
ception of 1908, the figures for 1911 arc the lowest in a period of 
seven years. They are not strictly comparable with the figures 
given in the three preceding tables, for the reason that they in- 
clude "profit from outside operations" which those tables do not. 

The Bureau's Statistics for 1911. 

In the pages which follow is presented a review of the trans- 
portation industry of the United States for the year ending June 
30, 1911, based on reports from 378 operating railways covering 
more than 95% of the mileage and over 97% of the railway traffic 
of the Union. The reports are received on duplicates of the es- 
sential pages of the annual reports to the Interstate Commerce Com- 
mission, and the summaries follow as closely as may be the forms 
approved by the practice and experience of the Commission, before 
innovations impaired their usefulness for comparative purposes. Re- 
ports from switching and terminal companies have been included, 
so far a,s received, for the satisfying reason that they constitute an 
essential element in railway operations. 

For the sake of brevity, the Interstate Commerce Commission 
will be referred to herein as the "Commission"; the Commission's 
"Statistics of Railways in the United States" as "Official Statistics," 
and "the year ending June 30th" will be implied before the year 
named unless otherwise specified. 

The statements as to foreign railways are compiled from the 
latest official sources available. 

In addition to the acknowledgment already made for the courte- 
ous co-operation of railway officials, the writer wishes to record his 
personal appreciation of the assistance extended to the Bureau by 
members of federal and state Commissions, who, however differing 
as to the interpretation of railway statistics, have recognized that no 
effort should be spared to get the facts before the American people. 

Slason Thompson. 
Chicago, April 11, 1912. 
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I 

RAILWAY MILEAGE IN 1911 

Where the Bulletin of Revenues and Expenses of Steam Roads 
for the month of June, 1911, compiled by the Interstate Com- 
merce Commission from monthly reports, gives the total mileage 
operated in the United States as 243,732, the returns to this Bureau, 
compiled from the annual reports to the Commission for the same 
year, cover 232,117 miles of operated line. This marks an increase 
of 4,592 miles over the mileage reported to the Bureau in 1910, an 
increase slightly greater than the new railway construction of the 
year, which has been reported as 3,695 miles. 

While the mileage reporting to the Bureau covers slightly over 
95% of the total for the United States, by reason of its location 
and nature it carries more than 97% of the traffic. It now exceeds 
the total for which, owing to changes in accounting, we have any 
complete and consecutive official statistics. 

In all studies of contemporaneous American railway statistics, 
it is essential to bear in mind that the official monthly Bulletins very 
properly include returns from switching and terminal companies, 
whereas the official compilation from the annual reports since 1907 
arbitrarily do not. 

In its report for 1910 the Commission based its assignments per 
mile for operating and traffic statistics on a single track mileage of 
240,830 miles, allowance being made for 10,357 miles operated 
under trackage rights. In order to arrive at a common basis for 
comparison, the assignments per mile in 1911 will be figured on 
232,117 miles, after deducting 10,101 miles operated under trackage 
rights. 



The first table under this title presents the operated mileage 
reported to this Bureau in 1911 and 1910, classified by states, in 
comparison with the official mileage owned in 1910, with relation 
to area and population: 
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summabt of railway mcleagb in the united states, bt states, fob the 
Yeabs Ending June 30, 1910 and 1911, and Its Relation to Abea and 
Population. 



Alabiima 

Arisona. 

Arkansat 

California 

Colorado 

Connecticat 

Delaware 

Florida 

Georgia 

Idaho 

lUiDois 

Indiana. 

Iowa 

Kansas 

Kentucky 

IxMiiaiana. 

Maine 

Maryland 

MasBachoaetts 

Michisan 

Minnesota 

MisaiBsippi 

Missouri 

Montana. 

Nebraska. 

Nevada 

New Hampshire. . . 

New Jersey 

New Mexico 

New York 

North Carolina. . . . 
North Dakota..... 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode Island 

Sooth Carolina.... 

South Dakota 

Tennessee 

Texas. 

Utah 

Vermont. 

Virgiaia 

Washington 

West Virginia. 

Wisconsin 

Wyoming 

Dist. of Colombia. 

Canadat 

Moxioot 

United States 



Boreao*s Flgores 



19U 

Miles 

Operated 



1.062 
4.253 
0.610 
5.646 
1.000 

340 
8.769 
6.631 
1.925 
13.257 
7.098 
9.067 
9.216 
3.494 
4.477 
2.006 
1326 
2.087 
8.360 
8.803 
3.672 
8.886 
4.204 
6.151 
1.601 
1.213 
2.146 
2.075 
8338 
4,110 
4370 
0.028 
6398 
2.125 
10.804 

106 
2.878 
3.084 
8.687 
13.081 
1.810 

036 
4.436 
6.133 
2.886 
7.106 
1.457 
62 
1.760 

326 



232.117 



1010 

Miles 

Operated 



4.002 

1311 
4,177 
6.422 
5.508 
1.002 

340 
3338 
6.408 
1.062 
12.751 
7345 
0.045 
0.146 
3,425 
4304 
2.068 
1302 
2.086 
8.458 
8306 
8343 
8320 
4321 
6.150 
1.685 
1313 
2.103 
2.030 
8.103 
4.068 
4.130 
8306 
6.648 
1.703 
10330 

196 
2.878 
8.730 
8.663 
12347 
1321 

041 
4396 
4343 
2,787 
6.746 
1,467 

63 
1.883 

330 



Commission's Figores 



227326 



1010 

Miles 

Owned 



5326 
2.007 
5306 
7,772 
5332 
1.000 

337 
4.431 
7366 
2.178 
11378 
7,420 
0,755 
0,007 
3326 
5,654 
2348 
1,426 
2,115 
0,021 
8300 
4306 
8,083 
4307 
6367 
2376 
1346 
2360 
8.032 
8,430 
4332 
4301 
0.134 
5.080 
2384 
11.200 

213 
8.443 
8.047 
8.816 
14.281 
1.966 
1.100 
4.634 
4.876 
8.600 
7.476 
1.646 
36 



Miles of 

Line per 100 

Sq. Miles of 

Territory 



10.10 

1.84 

10.10 

430 

534 

20.75 

17.04 

8.06 

12.02 

231 

21.20 

2038 

1735 

11.01 

8.77 

1233 

732 

1435 

2631 

15.68 

10.72 

8.72 

11.T8 

238 

7.80 

2.07 

1330 

30.06 

2.48 

17.08 

10.12 

5.88 

22.42 

8.62 

238 

36.18 

10.88 

1130 

6.14 

0.16 

6.44 

2.43 

12.06 

1136 

730 

14.00 

1838 

1.60 

60.06 



240.438 



8.08 



PopolatioB 

Per Mile 

of Line 

lOlOl 



408 
87 
286 
306 
144 

1.116 
604 
168 
308 
148 
474 
364 
228 
184 
648 
288 
830 
801 

1382 
811 
238 
388 
407 
88 
186 
86 
845 

1,122 
106 

1381 
447 
137 
621 

2n 

284 
678 
2.667 
440 
148 
678 
273 
188 



464 

284 

339 

813 

80 

0.174 



883 



jfCensos figores 1010 divided by commission's figores for 1010. 
tMileage operated in Canada by AmerioM roads. 
tMilsaci operated In Mexioo by American roads. 
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The first two columns of this summary testify to the complete- 
ness of the returns to this Bureau, while the last two columns afford 
indispensable data for the study of the relation of railway facilities 
to area and population in the territorial divisions of the United 
States. The student who ignores the difference in conditions in 
states with over 1,000 inhabitants per mile of line and in those 
with less than 200 can have no comprehension of the transportation 
problem in this land of congested cities and vast stretches of 
sparsely inhabited territory. 

How railway mileage has kept pace with the growth of popula- 
tion in the United States during the past twenty-one years is shown 
in the next summary: 

SuMMAvr OF Railway Mileage in the UNriED States, 1910 to 1890, and 

ITS Relation to Abea and Population. 



Ymx Eodioc Jvae 90 



mi 



1010. 
IMO. 
1906. 
1007. 
1006. 
1006. 
1004. 
1003. 
1003. 
1001. 
1000. 
1800. 
1808. 
1807. 
1806. 
1806. 
1804. 
1803. 
1802. 
1801. 
1800. 



Popaktioo 

(Official 
Odeodar)! 



OS.083.000 



01.072.266 
00.656.621 
88.038.527 
87.820.538 
85.702,530 

o4.Uo4.Mm 

82.466.551 
80348,557 
70.280.563 
77.612.560 
75.004.575 
74.318.000 
72.047.000 
71.602.000 
70.254.000 
68.034.000 
67.632.000 
66.340.000 
65.086.000 
63.844.000 
62.047.714 



Kilesof 

Line 
Owned 



243.732 



240.438 
236368 
230.404 
227.671 
222375 
217.018 
2123n 
207.187 
201.678 
106.076 
102.041 
188.277 
186.371 
182.020 
181.164 
170.176 
176.603 
170.332 
165.601 
164.603 
150,272 



Miles of 

line per 100 

Sq. Mike of 

Territofy 



8.10 



8.06 
7.08 
7.76 
7.74 
736 
734 
7.20 
7.00 
6.82 
6.64 
6.51 
6.1t7 
6.28 
6.21 
6.16 
6.08 
6.02 
6.04 
6.78 
6.67 
631 



lahalnteBti 
per Mile 
of line 



878 
870 
873 
878 
870 
884 



801 



396 
394 
300 
884 



870 
877 
380 
880 
884 



#For other than oenms yean prior to 1900, and for 1911, the fisures of population repreeent the 
Mtimatee of the Actoary of the Treasury; between 1000 and 1010 they are estimates of the Burean 
of the Census. 

From this table it appears that during the past twenty-one years 
railway mileage in proportion to area has increased over 48% and, 
as the last column shows, has kept practically level with the increase 
in population. The variations in the latter regard are as much due 
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to the eccentricities in statistical data as to the alternating waves 
of railway construction and immigration. 

Railway Construction in 1911. 

During the calendar year 1911, according to the Railway and 
Engineering Review, 3,696 miles of new main line and 3,130 miles 
of auxiliary tracks were laid in the United States. The former 
was distributed among the several states as follows: 

SUMMABY SHOWING MILEAGE OF RAILWAYS BUILT IN THE UNITED STATES IN 

THE GaLENDAB YEAB 1911, CLASSIFIED BY STATES. 



SUte 



Alabamft. 
Alaska... 



Calif oraia.. 
Colorado.. 
Florida.... 
Georgia... 

Idaho 

lUinois. . . . 
Indiana. . . . 
Iowa 



Kantoeky. 



Maine 

Maryland... 
Michifan. . . 
MinneK>ta.. 
Miasiaappi.. 
Mianari.... 



Total 

Auiliary Track. 



Milea 
Built 



25.00 

47.00 

14.37 

42.00 

137.48 

87X)0 

183.70 

122 jOO 

1S2.26 

20.20 

88.98 

18.32 

108.12 

132.70 

75.61 

15.00 

17.00 

40.26 

116JX) 

22.00 

12.50 



State 



Montana. 

Nebraska 

Nevada 

New Jersey 

New York 

North Carolina. 
North Dakota.. 

Ohio 

Oklahoma. 

Oregon 

Pennaylvania. . . 
Sonth Carolina. 
Tf 



Utah 

Virginia........ 

Waahincion.... 

West Virginia.. 

WiaoaoKH 

Wyoming 



Total all Traoka. 



Milea 
BoiH 



112.65 
30.64 
19.47 
20.99 
17.91 
61.21 

232.10 
46.81 

163i)6 

307.88 
61.21 
4000 
66.78 

481.98 
35iS5 

net 

193.16 
90.24 

220J21 
26.00 



8005.46 
8130.32 



682578 



The same authority states that 1,906 miles of main track and 
316 miles of auxiliary track were added to the railway mileage 
of Canada during the year 1911. 

Railway Mileage in Other Countries. 
In order that the reader may appreciate clearly, in the light of 
contrast, how much more extensive in proportion to area and popu* 
lation railway facilities in the United States are when compared 
with those of foreign countries, the next summary gives the rail- 
way mileage for foreign countries in 1909, as compiled by the 
Archiv fur Eisenbahnwesen, May- June, 1911. 
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Summary or the World*8 Railways and Ratio of Milcage to Abea jlsd 

Population ik Eacu Couwtby hi 1909. 



CooBtrict 



I EUROPE 

Qeniuay 

AovtrU-Himcary (includinc Bo«ua and Honccovna) 

OrMt Britain and Ireland 

France 

Roi«a in Enrope (ineluding Finland 2,182 milee).... 



Italy 

Belsiom 

Laxmnborg 

Netberlanda 

Bwitaarland 

Spain 

Portugal 

Denmark. 

Norway 

Swedra 

Servia 

Roomanla 

Oreeoe 

Bulgaria 

Turkey in Europe 

Malta, iertpy, lale of Man. 



Total for Europe 1900 . 

• ■ • 1908. 

■ • ■ 1907. 

• ■ • 1906. 

• ■ " 1906. 

■ ■ • 1904. 

• ■ • 1903. 

■ ■ ■ 1902. 

■ • " 1901. 

■ • ■ 1900. 

■ • ■ 1899. 

■ " " 1898. 

■ ■ • 1897. 

• ■ • 1806. 



Inoreaae in thirteen yeait. 



n AMERICA 

C?anada. 

United States (Inoludina Alaska) 

Mexico 

BraaU 

Argentine Republic 

ChlU 

Peru 

Uruguay 



Total America Including other Divisions. 



Milea 
1900 



37.338 

27.105 

23.286 

30.186 

36.912 

10.439 

6.144 

318 

1,926 

2350 

9.293 

1.798 

2.165 

1365 

8.573 

421 

2,085 

982 

1.085 

908 

68 



204364 
201,619 
199.345 
196.437 
192.507 
189306 
186.685 
183.980 
180317 
176396 
172.953 
167,614 
163350 
160.030 



44334 



24.009 

237.182 

15,013 

12.997 

15350 

3.290 

1.471 

1.447 



319.281 



Mikaof 

Line per 100 

8q. Mike 

1900 



17.9 

10.6 

10.2 

14.6 

1. 

0.6 

46.2 

31.7 

16.1 

17.9 

43 

6X) 

14.6 

1.4 

6.0 

23 

4.0 

3.9 

2.9 

1.4 

16.1 



63 
63 
63 
6.2 
6.1 
6.0 
50 
4.9 
43 
4.7 
43 
4.4 
43 
4.2 



03 

63 

1.9 

0.32 

1.4 

1.0 

0.32 

2.1 



1.95 



Inhabitants 
per Mile 
of line 



1313 
1.724 
1.786 
1.299 
2357 
3.125 
1300 

745 
2332 
1.160 
2,000 
8,080 
1.042 
1,190 

509 
6380 
2358 
2300 
4.000 
6^250 
6350 



1.923 
1341 
1387 
1.993 
2.084 
2.084 
2.084 
2.127 
2,174 
2.220 
2.220 



260 

370 

971 

1.630 

307 

1,010 

8.125 

720 



552 
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Summary of thb World's Railways and Rates of Mileage to Abea and 
Population in Each Country in 1909— Continued. 



Comttriet 



III ASIA 



Russia in Central Asia. . 
Siberia and Manchuria. . 

China 

Japan (including Corea) . 
British India 



Total Asia including other Divisions. 



IV AFRICA 



Egypt 

Algiers and Tunis 

South African Union. 



Total Africa including other Divisions.. 



V AUSTRALIA 



New Zealand 

Victoria 

New South Wales. 
South Australia... 

Queensland 

Tasmania 

West Australia 



Total Australia including Islands. 



RECAPITULATION 



I Europe.... 
II America.. 

III Asia 

IV Africa..... 
V Australia.. 



Total for the World. 



1908. 



Increase. 



Milea 
1909 



4.066 
6.423 
5.296 
6,767 
31.483 



61,788 



3.503 
3.134 
8.939 



20305 



2.681 
3,430 
3.763 
2.082 
3343 
627 
2.321 



18338 



204.864 

319.281 

61.788 

20305 

18338 



625.576 
6U.434 



14.142 



Miles of 

Line per 100 

Sq. Miles 

1909 



1.9 

0.13 

0.13 

2.4 

1.6 



Inhabitants 
per Mile 
of Line 



0.38 



1.0 
1.0 
0.9 



0.18 



2.6 

8.9 

1.3 

0.16 

0.6 

2.4 

0.16 



0.6 



5.5 

1.95 

0.38 

0.18 

0.6 



1.2 



2326 

1.099 

83300 

11.000 

9.090 



14,660 



3.226 

2.128 

770 



6.180 



381 
370 
423 
208 
236 
300 
203 



318 



1.923 

552 

14,660 

6480 
818 



2,726 



Relation of Railways to Area and Population. 

Although this table is favored by railway statisticians in com- 
paring railway conditions relatively to area and population, it is 
doubtful whether it conveys an adequate impression of the ex- 
ceptionally favorable transportation facilities enjoyed by the in- 
habitants of this continent, and especially those of the United 
States and Canada. For instance, the figures mean that the United 
States with &00,000 square miles less territory and not one-quarter 
the population has 36,000 more miles of railway than all Europe, 
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while Canada, having a territory in which the United Kingdom 
could be lost thirty times, and only one-sixth the population, has 
actually more railway mileage than the parent kingdom. 

In the United States each inhabitant commands the service of 
4-1/2 times as many miles of railway as is available to each in- 
habitant of the British Isles, and he is backed in his commands 
and demands by the Interstate Commerce Commission. 

The accompanying map giving the European states apportioned 
into the Interstate Commerce Commission's ten United States divi- 
sions, whose areas they approximate, will enable the student to com- 
prehend at a glance the disparity in the mere physical conditions 
between Europe and America. The population and railway mile- 
age of these divisions, according to the latest reports, were as 
follows : 
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Diviflion 



I 

n 

in 

IV 

V 

VI 

vn 

vm 

IX and X, 
Total.. 



United States 
1910 



Popubticm 

6.552.681 

21.145.620 

9.9S5342 

7,004,418 

11.771,641 

14.445^28 

2.225.G00 

7,947.263 

10302.056 



91.972,137 



Miles of 
Railway 



8,121 
23315 
26.172 
13.966 
27,976 
51.830 
13.935 
33,987 
41,028 



240,831 



Europe 



Population 



21.756.000 
45.450.971 
34.565.198 
15,768.797 
7368.000 

105.269.000 
64387.984 
30.402.000 

119.193.000 



444.660.940 



Miles c^ 
Railway 



13.766 
23.286 
10.439 
3.456 
10.438 
52363 
41,277 
17.458 
35,156 



206.139 



Group VI, which practically equals Germany, Austria and Poland 
in area and railway mileage, is here seen to have less than one- 
seventh of the population of those European countries. This means 
that the citizens of the States in Group VI have more than seven 
times the railway mileage at their service per capita than the citi- 
zens of Germany, Austria and Poland. 

The totals for the United States and Europe show that tlie 
ratio of railway mileage to population favors the former by nearly 
6 to 1. 

By the aid of the map and the table of I. C. C. groups on this 
page the student can figure out for himself many instructive de- 
ductions. 

Mileage of All Tracks in 1911. 

The next statement gives the mileage of all tracks, including 
yard tracks and sidings, which are the indispensable auxiliaries to 
the transportation service of the railways of the United States, 
for the year 1890 to 1911 inclusive : 
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Summary of Mileage of Single Track, Second, Third and Fourth Track 
AND Yard Track and Sidings in the United States, 1890 to lOll. 



Yew 



1911Bureaa(95%). 



1910 Official 

1900 ' . 
1908 • 

1907 ■ , 
1906 • 
1905 « . 
1904 « 

1908 • 
1902 ■ 

1901 • 
1900 ■ 
1899 * 
1898 ' 
1897 • 
1896 ' 
1805 • 
1894 ' 
1893 ' 
1802 • 
lb91 • 
1800 • 



Single 


Second 


Third 


Fourth 


Yard 

Track and 

Siding! 


Track 


Tnck 


Track 


Track 


232.117 


23.454 


2.429 


1.677 


87324 


•240331 


21,650 


2306 


1.489 


85381 


"235.402 


20.949 


2.169 


1,453 


82376 


*230.494 


20309 


2.061 


1.400 


70,452 


227.455 


19.421 


1,960 


1300 


77,740 


222340 


17396 


1.766 


1370 


73.760 


216.973 


17.056 


1.609 


1315 


60. 41 


212343 


15.824 


1.467 


1.046 


66.402 


205313 


14.681 


1303 


063 


61360 


200.154 


13.720 


1304 


805 


58320 


195.561 


12,845 


1.153 


876 


54314 


102.556 


12.151 


1.004 


820 


52.153 


187343 


11346 


1,047 


700 


40323 


184.648 


11393 


1,000 


703 


47380 


183384 


11,018 


095 


780 


45.034 


182.428 


10.685 


090 


764 


44312 


180,657 


10.639 


975 


733 


43388 


178.708 


10.499 


953 


710 


42.661 


176,461 


10.061 


912 


668 


42.043 


171363 


9387 


852 


626 


30.041 


168.402 


8.865 


813 


600 


37318 


163307 


8.437 


760 


561 


35355 



Total 

Mileage 

Operated 

(aU Tracks) 

847301 

351,767 
342351 
833.646 
827376 
817363 
306,706 
207.073 
283321 
274.105 
265352 
258.784 
250.142 
245333 
242.013 
240.120 
236304 
233333 
230.137 
222351 
215.000 
206.612 



*8inoe 1008 the official mileage is exclusive c^ switching and terminal companies. In 1006 these 
had 1.6J4 miles of main track and 2.085 of yard tracks and sidings: in 1000 they reported 1.623 miles 
of main track and 2384 of yard tracks and sidings &nd in 1910 they reported 1014 and 2270 miles 
re^teetively. 

If the mileage of auxiliary track given in the above table for 
1911 be added to the single track mileage covered by the monthly 
reports to the Interstate Commerce Commission for June, 1911 
(243,732 miles), it yields a total of 358,816 miles of all track, an 
increase of over 10,000 for the year. As each mile of track stands 
for an expenditure of $40,000, this shows that during the year end- 
ing June 30, 1911, at least $400,000/000 was irrevocably invested 
in fitting our railways to the transportation needs of the American 
people. 

In other words American railways, in one year of great busi- 
ness depression, were forced by the normal but irresistible pressure 
of national growth to expend on additional facilities more than the 
estimated cost of the Panama Canal! 

This table shows that there were almost as many miles of 
auxiliary track in the United States in 1911 (115,084 miles) as the 
combined single track mileage of Germany, Austria, Hungary, 
France and the British Isles (117,975). 
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Distribution of Railway Mileage. 

The next summary shows the distribution of all American rail- 
way track as made by the I. C. C. into territorial groups during the 
years 1890 and 1910: 

SUMMABT OF MiLRAOE, BT GBOUFS, SHOWING LENGTH OF SiNGLB TRACK, 

Second, Third and Fourth Tracks, Yard Track and Sidings, 1890 to 
1910. 



Groop CoTered 



I Me.. N. H.. Vt.. Maai.. f 1010. . 

R. I., and Conn 11800.. 

n N.Y.,NJ..Pemi..Del../l010.. 

Md. and Di«t. of Col. \1SOO. . 
m Ohio, Ind.,aad So. Pen. JlOlC. 

of Mirh tl890.. 

IV Va,. W. Va,, N. C. and/lOlO. . 

8.0 ^1880.. 

V Ga., Fla., Ky., Teen., f 1010. . 

Ala., and Miss. \l800.. 

VI lU.. U..Wia. Minnjmd. .^ 



parte Mioh.. Mo. N.. 

D.andS. D 

Vn Neb., Moot.. Wy. and . 

parte of Colo., N. D.. 

and 8. D 

Vm Kan.. Ark.. Okla. and. . 

parte of Mo.. Colo. . . 

Tei.and N. M 

IX La., Tex. (esoepi Pan- 
handle) and parte of. 

N. M 

X Waah.,Oi«..CaL. Ida.. 

Ner.. Utah, Arii... 

and parte N. M 



tnited States. 



IIOIO.. 
'1800.. 

1010.. 
1800.. 



1010.. 
1800.. 

1010.. 
1800.. 

1010.. 
1800.., 



.1010.. 
\l800.. 



Sincle 
Traek 
MUea 



8.121 
7.425 
23315 
17.237 
26.172 
20.003 
13.066 
8.658 
27.076 
15377 

51.830 
38.108 

13.033 
8,807 

33.087 
21.173 

18375 
7.088 

22.653 
10435 

240331 
156.404 



Second 
Track 
Milea 



1.681 

1.248 

7.600 

4348 

4373 

1.048 

1.027 

26 

713 

4 

4.581 
1.012 

500 
18 

548 
03 

06 



442 
45 

21.650 
8.437 



Third 
Track 
Milee 



103 

20 

1384 

664 

517 

12 

5 



107 
54 



6 
2 



2306 
760 



Fourth 
Track 
Milea 



132 

10 

041 

507 

201 

3 

8 



2 



113 
81 



6 
1 



1.480 
561 



Yard 
Tracke 

and 
Sidinge 

Milea 



4360 
2300 
16.101 
7333 
13320 
6.170 
8,083 
1.115 
7.748 
2.140 

17344 
7304 

3300 
1307 

8.786 
8.1U 

4.000 
036 

6,181 
1387 

853^1 
33.711 



Total 

AU 

Tracka 

Milee 



14307 
11.120 
40.740 
30300 
45.181 
28.145 
18384 
0.700 
36.441 
18300 

73.065 
46380 

18.060 
10.127 

43333 
24380 

22340 
8324 

20376 
U307 

351.76 
100375 



The blank spaces in the columns of third and fourth track indi- 
cate territory in the United States where for twenty years and 
more there has not been enough traffic to call for these barometers 
of its density and progress. In Texas (Group IX), which leads the 
roll of states in single track mileage, there has not been sixty miles 
of double track built during the last decade. 

Mileage and Track of British Railways., 

During the year ending December 31, 1910, British railwasrs 
showed an increase over th6 preceding* year of 107 miles of line 
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and 339 miles of track of all kinds, as appears in the following state- 
ment of the length of each track for 1900 and the five years since 
1906 inclusive, compiled from returns to the British Board of 
Trade : 

MlLEAOE OF BBITISH RAILWAYS, 1910 TO 1000. 



Detoiiption o( Tnek 


1010 


1000 


1008 


1007 


1006 


1000 


Single tnu$k (miles) 

Seoood tnok 


23.380 

13.180 

1.517 

1.102 

236 

143 

70 

115 

14.460 


23.280 

13.121 

1.500 

1.175 

230 

138 

67 

111 

14.350 


23.200 

13.048 

1.435 

1.141 

208 

122 

50 

04 

14353 


23.112 

12.063 

1385 

1.103 

105 

117 

51 

87 

14.145 


23.063 

12.034 

1363 

1.001 

186 

111 

47 

75 

14.032 


21.855 
12.162 


Third track 


808 


Fourth track 


720 


Fifth track 


78 


Sixth track 


36 


Seventh track 


10 


Eighth to 20th traoka. . . 
fi^dinga 


2 
13.060* 






Total trackace 


54311 


53.072 


53.660 


63.180 


52.004 


48334 



*8idinga for 1000 oomiNtted from retoma for 1003. 

From this statement it appears that the single track mileage of 
British roads has increased only 1,534 miles in ten years, second 
track mileage 1,027 and all tracks 5,477. During the same period 
the single track mileage of American roads increased 48,275 miles, 
second tracks 1,303 miles and all tracks 92,983 miles. 

What is more noteworthy is that the vastly greater expansion 
of railway facilities in the United States was effected with an in- 
crease of approximately $4,324,395,560 in capitalization, or $46,500 
per mile of track, whereas the addition to the British trackage was 
attended by an increase of $1,007,567,000 in capital, or $184,000 per 
mile of track. As there is no questioning the honesty of British 
railway financing, however one may regard its wisdom, these 
figures testify to the wise and economical basis on which American 
railways are financed. 
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II 

EQUIPMENT 




1832 



1876 1909 

Courtesy of the Baldtnn Locomotive Worke. 

The 231-ton Mallet locomotive in the above cut, which for two 
years led the procession from the little 8-ton Old Ironsides in the 
rear to the articulated monsters of today, has been in its turn 
relegated to second place by a larger type weighing without tender 
308 tons, or including tender 425 tons. An illustration of this 
giant drawing a "demonstration train" will be found stretching 
across the center pages of this pamphlet. That the evolution of 
which engines are the motive power and visible expression is gen- 
eral is proved by the advance in the average weight of locomotives 
from 73 tons in 1910 to 76 tons in 1911, accompanied by an in- 
crease in the capacity of freight cars from 35 to 36.5 tons. 

Equipment Built in 1911. 
According to the Railway Age-Gazette (Dec. 29, 1911), car 
and locomotive builders reported the construction of 3,530 locomo- 
tives, 4,246 passenger cars and 72,161 freight cars during the year. 
This brings the data in the following table down to the close of 

1911: 

SUMHABY Showing the Number or Cabs and Locomotives Built During 

THE Years 1899 to 1011. 



Yew 


Looomo- 
tives 


Number 

Pwwiwtger 

Can 


Fmight 
Can 


lOll*.. 


3.630 
4,765 
2,887 
2342 
7,362 
6.d52 
6.401 
8.441 
5.162 
4.070 
8.384 
3,168 
2.476 


4,246 
4.412 
2349 
1.716 
5.467 
3.167 
2.651 
2.144 
2,007 
1.948 
2,056 
1.636 
1306 


72461 


igiO* 


185367 


lono* 


06.419 


1908*. . 


76.666 


1907*. 


284.188 


1906* 


243370 


1905* 


168.006 


1004... 


160306 


1903 


163.196 


1902 


162309 


1901 


136,950 


1900 


116.631 


1899 


119386 






Total 


Of.inM 


35.493 


1376,428 



*Iachidee Oanadian ootput. 



Statistics of American Railways. 



365 



On consulting the figures of the equipment in service on suc- 
ceeding pages, it will be found that the totals of locomotives and 
cars built since 1898 begin to approach the numbers on hand in 
1911. This indicates that in thirteen years there has been a virtual 
replacement of the entire equipment existing at that time! Of course 
this is only approximately true, but it is suggestive of a process 
eternally true in nature and in all progress. Only a scattered and 
battered remnant of the locomotives (36,234), passenger cars 
(33,595) and freight cars (1,248,826) of 1898 are to be found cum- 
bering the rails and sidings of American railways today. American 
railway methods are as wasteful as nature, but they produce great 
results. 

Number and Weight of Locomotives for Nine Years — 

1911 TO 1902. 

The next summary gives the number, tractive power and weight 
of steam locomotives for the decade since the Commission has in- 
cluded their capacity in its reports : 



Year 



1911 Bnraao. 



1910 Official 

1909 

1908t 

1907 

1906 

1905 

1904 

1903 

1903 



Increase in nine yean to 1911 . 



Number 



00,909 



*58.240 

*66,468 

66307 

65,888 

61,672 
48,357 
46,743 
43.8n 
41,225 

45^% 



Tractiye 

Power 

(Poonde) 



1,686,068353 



1388394.480 
1303,971,444 
1,498,708351 
1.429326.658 
1,277365,673 
1.141330,082 
1368,651361 
953,799340 
839,073,779 

100.9% 



Weicht 

without 

Tender 

(Tone) 



4381,080 



4.224306 
4356.733 
4.012353 
3328,045 
3,459,062 
3,079373 
2380.492 
2306387 
2328377 
I 
97^ 



Weight 
(Tons) 



763 



733 
72.0 
71.0 
69.1 
66.9 
633 
62.1 
69.4 
66.8 

353% 



*Ezcludee looomoti vee in aarvioe of awitehing and tominal companiea and oadaeaifieed looomotiyea. 
tEzohidea 831 unclaarifled looomotiyea. bat indudea 858 looomotivea of awitehing and terminal 
oompaniea. 

No other statistics present in as concrete form the means adopted 
by the railways to meet the demands made upon them as do the 
figures of this table. These show that in one year less than a decade 
they have doubled the tractive power of their locomotives. This 
has been effected by an increase of 45.3% in number, and of 35.8% 
in their average weight. 

In the meantime the gross earnings of this motive power have 
increased only 62.1%. 
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It is noteworthy that where the tractive power of the average 
locomotive in 1910 was 370 pounds per ton weight, the same average 
in 1911 was only 368 pounds. In 1902 the average was 361 potmds. 

As there is an undefined relation between the cost per ton, 
tractive power and weight of locomotives, it is evidently of the 
highest importance that there should be no recession in the tractive 
power per ton« There is undoubtedly a limit to the economical in- 
crease in weight and size, except as attended by improved models. 

At the average price of $182 per ton, arrived at through ex- 
tensive inquiries in 1910, the 59,909 locomotives in the service of 
American railways in 1911 represent an investment of at least 
$834,000,000, which yields an average of nearly $14,000 per locomo- 
tive. This is fully $1,000 below the average price of die past ten 
years. 

Passenger and Freight Cars. 

The next summary gives the number of passenger cars and the 
number and capacity of freight cars since 1902, the first year for 
which capacity was reported: 

Summary or PASSEifOER akd PsEiaHT Cabs, ahd Gapacht of Lattrb, 

SlKCE 1902. 





8«rri4» 


Freicbt Senrioe 


ATenci 
Tons 


Oompaaj*! 


Yflv 


Nnmber 


Gapttcity 
Toot 


Senries 
Nnnbir 


1911 BOTRM 


48^79 


2.100.408 


80.934356 


873 


U1306 






1910 Official 


M7.080 
S5.flS4 
4«,117t 
43.973 
42.282 
40,713 
39.7A2 
38.140 
36.987 

31.1% 


2035.121 
2X)>7].338 
2fi9t/a2 
1.991.557 
1337.914 
1.731.400 
1.092.194 
1.653.782 
1.546.101 

397% 


703^)4356 
73.137346 
73386322 
67.216J44 
59.196.230 
53372352 
50374.723 
48322J25 
43.416377 

86.4% 


86 
85 

85 
84 
82 
81 
80 
29 
28 

33.9% 


108J15 


1900 


99300 


1908* 


96JQ8 


1907 


91364 


1906 


78.736 


1905 


70.710 


1904 


66315 


1903 


61.467 


1902 » 


67307 


NIm y%tn* inonM^t 


053% 







*I>OM not inolad* cut ia tervioe of switching and termiaal oompaoiea. 

tlndudQa 11.067 ears of swHehing asd terminal oompanlei and esdndes 43S0 oais for whioh oom- 
plete returns were not seottred. 

IComplete returns will inoiease these peroeotages. 

Here, as in the case of locomotives, it will be seen that it is 
only the increase in capacity that enables the railways to keep 
pace with the demands made upon them. Numerically considered, 
the increase since 1902 would be wholly inadequate to handle the 
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traffic of 1911, but an increase in average capacity from 28 tons 

to 3G.5 tons has sufficed without providing sufficient margin for ex- 
pansion. 

The table shows an increase of only 168,851 freight cars during 

the past four years. As there were 536,505 built during the same 

period, this supports the claim that it takes 100,000 cars to replace 

those destroyed or abandoned. 

Number and CAPAaxY of Different Classes of Freight Cars 

1902 and 1910. 

The gradual retirement of freight cars of 25 tons and less be- 
fore the introduction of cars of greater capacity is shown in the 
following statement : 



Ckat 



I 

n 

m 

IV 

V 

VI 

vn 

vm 

IX. 

X 

XI 

xn 

All over. 



Capaoiiy 
Pounds 



10,000 
20.000 
aOAX) 
40A)0 
BOJXO 

aoxxx) 

70.000 

80.000 

90.000 

100.000 

nojxo 

120.000 
120/)00 



1902 



6.122 

15.616 

46363 

327342 

246.684 

634.626 

22,493 

158.179 

810 

48334 

389 

43 

2 



1910 



1394 

5354 

4306 

106.741 

125328 

826485 

89310 

634.676 

6346 

870301 

12.920 

54 

17 



Inereaaeor 



Per Cent 



Deo. 



Inc. 

■ 



63.0 
66.4 
80.4 
67.4 
493 
303 
743 

8013 
1.947.1 

657.7 

8323.6 

253 

750.0 



The most significant feature about this table is, to use an Irish- 
ism, not apparent on its face. It is obvious that the number of 40- 
ton cars in 1911 exceeded the 30-ton cars in 1902, but it has to 
be recalled that the number of the latter reported in 1909 was 
830,612 to toll the passing of the 30-ton car from its numerical pre- 
eminence as the typical American freight car. A decrease of one- 
half of one per cent, is not "so wide as a church door, but 'tis 
enough" to mark the beginning of the end. 

For more than two decades up to June 30, 1909, there had been 
a steady increase in the number of 30-ton cars. In 1909 the aggre- 
gate capacity of the 30-ton cars exceeded that of the 40-ton cars 
by 4,120,520 tons. In 1910 the excess was on the side of the 
larger car by 601,490 tons. 

Another noteworthy fact of speculative significance shown by 
this table is that there was a positive decrease from 1909 in the 
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number of 50-ton cars. This, however, was more than offset by 
a marked increase in the nimiber of 55-ton cars. The practical 
railway operator will ponder these changes deeply, for they are the 
joint report of Experiment and Experience on one of the live 
problems of raihvay economics. 

Cost of Equipment. 

Conservative estimates place the cost of locomotives at $15,000, 
of passenger cars at $6,500, and of freight cars at $1,000. As these 

are more nearly minimum than maximum figures, it is safe to place 

the approximate value of all equipment of American railways at 

$3,441,119,500, divided as follows: 



232.117 mikt 

£0.900 LooomotivM 9 $15.000 

48.470 Paoseoger oars ^ S0.500 

2.160.408 Freiiht can ^ $1,000 

111.605 Company oars % $600 

Total 



$ 898.635.000 

315.113.500 

2.160.408.000 

66.963.000 



$3,441^19.500 



The single item of maintenance of equipment for the roads repre- 
sented in this table for the year 1911 amounted to $423,250,273. 

Equipment by I. C. C. Groups. 

Railway equipment in the United States was assigned by the 
Interstate Commerce Commission in 1910 to the following terri- 
torial groups : 

SuMMABT Showing Distbibution by Irtekstate Commerce Commission 

Groups in 1910.* 



T«iiitoty Covwtd 



Groop I 

Group n.... 
Group m. . . 
Groop IV. . . 
Group v.... 
Groop VI... 
Group Vn.. 
Groop VIII. 
Groop IX... 
Gioop X. . . 



Looomotives 



United Sta«M. 



3.297 
13.607 

3.102 
4,700 
10.707 
2.480 
6.971 
2.427 
3.M3 



68.947 



CarB 

Paasencer 

Service 



6366 
12.281 
6.603 
2,097 
3.403 
7.011 
1.68S 
8.874 
1.600 
3.086 



47.095 



CarB 
Freight 
Service 



83,091 
616.299 
402.916 
123,831 
170,786 
428.363 

74.160 
189.138 

0OX)16 

86/i27 



2.136.121 



Cere 

Company's 

fiervioo 



4.133 
18308 
14373 

4387 

8330 
18,9U 

7,636 
14.471 

4312 
11300 



108.116 



*ExdoBiTe ci loeomotivee in eervioe of switching and terminal oompaniee. 
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Numbers of Different Classes of Freight Cars. 
The numbers of the several classes or kinds into which freight 
cars are divided, as reported to the Commission since 1902, are 
shown in the following statement: 



1910 

Average a^paoity in 
Tods 

1909 

1908 

1907 

1906 

1905 

1904 

1903 

1902# 

Average capacity in 
Tons 



Box Cars 



966,577 

33 
941,533 
950,209 
904,821 
843.118 
802.964 
780.445 
765320 
706361 

27 



Flat Can 



153,918 

" 33 

154.630 
159,749 
156.860 
146.908 
146.050 
147,226 
154.074 
142303 

26 



Stock 
Can 



77,584 






90 
73,494 
76,219 
60.997 
64,202 
62.988 
64.270 
61.790 
57.668 

25 



Coal Can 



878,689 

41 
792,291 
805.185 
746,670 
686,717 
632.171 
622368 
595.963 
534.448 

31 



Tank 
Can 



7,434 

39 
6,030 
6388 
5,972 
5,324 
4.918 
4320 
4.421 
3,533 

30 



Refrifer- 
ator Can 



30,918 

90 
28.204 
27.930 
33.617 
31,782 
26344 
22,735 
21.454 
18,222 

26 



Other 
Can 



78,411 

87 
74356 
70,054 
68,080 
55384 
61,685 
46377 
'47,093 
40,957 

27 



jt^Exdusive of 40,109 can for which complete retoms were not secured, a condition which did not 
recur sabseqnently. 

The most significant feature of this table is that the number 
of flat cars should have remained so nearly stationary during the 
nine years it covers. In fact, there were fewer flat cars in 1910 
than in 1903, the first year the Commission had anything like com- 
plete returns. However, the capacity of the cars of this dass was 
increased 25 per cent. 

German Freight Car Equipment. 

By way of comment on the foregoing, the next statement gives 
the freight car equipment of the government owned and operated 
railways of Germany during the last nine years for which informa- 
tion IS available: 



1909.... 
1908 

1907 

1906 

1905 

1904 

1908 

1902 

1901 

Increase. 



Uncovered Wacons 



Number 



163.829 
159.102 
152.753 
141.946 
134.763 
125.498 
122.027 
122.516 
122.069 

343% 



Capacity 

Average 

Tons 



13.44 
13.38 
13J26 
13.08 
12.92 
12.62 
12.42 
12.34 
12.14 

10.07% 



Covered Wagons 



Number 



878.424 
362.644 
345.170 
325.118 
307.611 
300.580 
205.388 
291.210 
288.114 

31.3% 



Capacity 

Average 

Tons 



13.56 
13.36 
13.16 
12.96 
12.82 
12.72 
12.62 
12.52 
12.42 

9.2% 



Total Freight Wagoas 



Number 



542.253 
621.746 
497.928 
467.064 
442,374 
428.078 
417^15 
413.726 
410.106 

32.2% 



Capacity 

Average 

TbOB 



13.52 
13.36 
13.20 
13.02 
12.86 
12.68 
12.56 
12.44 
12.84 

9.6% 
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These figures include cars in the government, or company's, 
service excluded in American statistics. 

If the student will refer back to the table giving the number 
and capacity of American freight cars, he will find that between 
1902 and 1911 they increased 39.7% in number and 30.4% in tons 
per car, against the 32.2% and only 9.5% respectively for the freight 
equipment of the German railways. In the meanwhile the popula- 
tion of Germany increased 15.1% and the freight tonnage 50%. 
No wonder there has been an almost chronic car shortage on Ger- 
man railways. 

In comparing American and German freight car equipment, it 
should be further borne in mind that the latter are operated without 
automatic couplers or train brakes. Only 2% of them have more 
than four wheels and only 35% of them are equipped with any de- 
scription of brake contrivance (bremsvorrichtungen). They have 
each about one-third the capacity of American cars. 

The Surplus of Freight Cars. 

The varying surplus of freight cars which has existed since 
November, 1907, showed an increase in 1911 over 1910, as ap- 
pears in the next statement compiled from the reports of the Com- 
mittee on Car Efficiency of the American Railway Association: 

Fbeiqht Gab Shobtaqeb and Subplus, by Months, fbom Januabt» 1907, to 

Febbuaby, 1912. 



Month 



laaoary 

Febrmry 

March. 

April 

May 

June 

July 

Ausust* 

September. 

Oetobert 

November 

December (surplus). 



1Q07 


1008 


1909 


1910 


1911 


Shortage 


Surplus 


Surplus 


Surplus 


Suzplos 


110.000 


342.580 


333.019 


62300 


110.432 


150.000 


322,513 


301.571 


61300 


156355 




297.042 
413.606 


291.418 
282.328 


45315 
84387 


208327 
187319 


100.000 


60,000 


404 J»4 


273390 


127.148 


188347 


40.000 


349.944 


262.944 


129308 


109.006 


20.000 


308.680 


243354 


143324 


165306 


15.000 


253.003 


150.424 


105364 


108300 


60.000 


133.792 


78.798 


64390 


70.722 


90.757 


110.912 


85.977 


33.736 


48354 


67.003 


132329 


39.628 


84381 


45390 


200310 


222.077 


68.354 


62.118 


88,646 



1912 
Surplos 



102.479 
50386 
46.028 



*In July and August. 1907, there was a net mrplus. 

fin October, 1909. the surplus in one section was offset by a shortage in another section. 

The figures show an average surplus of 129,000 cars during the 
calendar year 1911. According to the Committee, the marked de- 
crease since the New Year was rather due to zero weather than 
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to any change in business conditions. It indicates the difficulty of 
moving cars to fill orders in extremely cold weather such as pre- 
vailed in January, 1912. 

These figures include returns from Canadian roads. 

Freight Car Performance. 
That freight car efficiency rises and falls in response to the 
pressure put on it by traffic is the chief significance of the follow- 
ing statement compiled from the statistical Bulletin of the Com- 
mittee on Relations Between Railroads of the American Railway 
Association, which, like the statement immediately preceding, covers 
Canadian as well as American railways: 

BvunABY Showing the Avebaoe Pebfobmance of Amebicaii and Canadian 
Fbeight Cabs Dubino the Yeabs Ending June 30, 1911, 1010, and 1909, 
AND Avebage Cab Ix>ad in 1911. 



Month 


Average Mile* 
per Day per Car 


Averafc Ton Miles 
per Car per Day 


Averacn 
Toot per 


Year Ending June 30. 


ion 


1910 


1900 


1911 


1910 


1909 


Loaded 
1911 


July 


22.8 
23.2 
24.2 
24.8 
24.3 
22.7 
22.1 
22.6 
23^ 
23.3 
23.7 
22.0 


22.0 
23.2 
24.3 
25.6 
25.4 
22.2 
22.2 
22.8 
24.8 
24.0 
24.1 
24.5 


20.0 
20.8 
22.0 
23.8 
23.5 
22.3 
20.9 
21.7 
22.7 
22.4 
22.5 
22.4 


823 
358 
376 
876 
885 
349 
331 
330 
332 
317 
338 
338 


300 
340 
867 
394 
405 
342 
347 
876 
384 
340 
349 
962 


275 
292 
320 
846 
341 
332 
293 
306 
330 
310 
304 
314 


21.9 


Ansost 


22.0 


ftf^rtflmber. ............... 


21.6 


October 


21.5 


November. 


22 JS 


December 


21.8 


Jaatmry,. 


21J9 


February 


21.4 


Haitsh. 


20.8 


April 


20.4 


May 


21.2 


Jane 


21.1 



The improvement in the performance of American freight cai 
equipment noted in 1910 apparently culminated in October, 1911. 
Since then there has been a recession, although not reaching the 
lower level of 1909. The average load per car was fairly well main- 
tained with 22.5 as the maximum and 20.4 as the minimum in 
1911, against 22.7 and 20.7 tons respectively in 1910. 

During the calendar year 1911, with November and December 
computed, the percentage of cars in the shops was 7.10 against 
6.11% in 1910, 7.13% in 1909, 8.39% in 1908, and 5.47% in 1907. 
These figures serve as a barometer of business. They mean that 
during the year an average of 153,360 cars were undergoing re- 
pairs against 130,000 in 1910. At one time in July, 1911, there 
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were 200,000 freight cars in the shops, to which they could be 
readily spared, as at that time the roads had a surplus of 165,000 
cars on their tracks. 

Safety Appliances. 

The reports concerning the equipment of rolling stock with train 
brakes and automatic couplers have lost their significance, for prac- 
tically all classes of cars are so equipped — ^the proportions being dS% 
and 99.7% respectively. If American railways are not the safest 
in the world, it is not for lack of safety appliances. 

Block Signals. 

The mileage of railway in the United States worked under the 
block system increased less than 2,000 miles last year, there being 
an actual decrease in the mileage operated by the manual system, 
as shown in the following statement compiled from figures given 
by the Raihvay Age-Gasctte for 1911 compared with those reported 
to the Interstate Commerce Commission for 1910: 



System 


Single 
Track 
(MiW) 


Two or More 
Tracks 
(MUes) 


Total 

1911 

(Miles) 


Tota 
19101 
(MUes) 


AutomAtio Block Bioutls 


9.465 
44.648 


10.530 
8.423 


19.995 
53.071 


17,711 




53.558 


ta. 




Total 


54.113 


18,953 


73.066 
25 


71.269 


Lms hAYiDC two Svitomf 








Increase 


TZJQil 
1,772 





After four years of patient and painstaking inquiry into the 
subject, the Block Signal and Train Control Board has reported 
to the Commission that the development of the automatic stop 
has not reached a point where in the opinion of the Board its 
adoption by legislative compulsion would be wise. In all, 1,081 
devices have been submitted to the Board for examination. Of 
these, apparently only one has reached a stage of practical develop- 
ment where when "constructive faults" that are pointed out are 
remedied, with proper inspection and maintenance it might be rea- 
sonably reliable and "would tend to promote safety upon a railway 
using it." 

The Board hesitates to make recommendations because the re- 
sults from piecemeal legislation to promote safety in the operation 
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of railways has so far produced "results not at all commensurate 
with its cost both to the public and the railroads." It does not, 
however, boldly face the fact that all these efforts to make railway 
operation safe by patent appliances and legislative enactments are 
"barking up the wrong tree." When automatic discipline and 
observance of rules are as universal as automatic couplers on 
American railways, there will be an automatic diminution in the total 
of railway casualties. 

The Board, however, has the courage to lift a corner of the 
curtain behind which for twenty years the promoters of patent 
safety appliances have directed legislative campaigns. In regard 
to the examination of these devices it says: 

"This Board can do no more than render an opinion concern- 
ing the merits of devices examined, and when favorable opinions 
are rendered it has only the effect to enable the proprietor of the 
approved device to advertise more extensively. A further evil in 
the situation is that proprietors of approved devices, and even 
many of those that are not approved, are soliciting Congress for 
legislation compelling the railroads to use their particular devices." 

This is not the shadow of a past evil, but one that is at present 
hovering about the lobbies of Congress. Ninety p.er cent, of the 
casualties on American railways are the result of human negligence, 
recklessness or carelessness in the specific case. 
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EMPLOYES AND THEUt COMPENSATION 

Number 1,696,000 Compensation $1,230,800,000 

In its report for 1910, the Commission placed the number of 
railway employes at the close of the year at 1,099,420, and their 
compensation for the year at $1,143,725,306. To these figures 
should be added 33,015 employes reported on the pay rolls of the 
switching and terminal companies, whose compensation was $21,- 
719,549, making the total for all railway companies in 1910 : 

Number 1,732,435 Compensation $1,166,444,855 

The 378 companies reporting to this Bureau on June 30, 1911, 
had 1,647,931 persons in their employ, or 84,504 less than the 
total reported to the Commission for the year 1910, including those 
employed by switching and terminal companies. In the matter 
of compensation, however, the companies reporting to this Bureau 
in 1911 paid their reduced staff $1,201,259,607 in salaries and 
wages. This amount, it will be perceived, is $35,814,752 more com- 
pensation than was paid all the railway employes in the United 
States in 1910 or in any preceding ye^. 

Nor is this all In 1910 it is found that the returns to this 
Bureau covered 97.2% of the numbers and 97.6% of the com- 
pensation of all railway employes as reported to the Commission, 
including those employed by switching and terminal companies. Ap- 
plying these percentages to the figures above given, it appears that 
the total number of railway employes in the United Statts on June 
80, 1911, was approximately 1,695,000 and their compensation for 
the years then dosed was $1,230,800,000. From which it is ap- 
parent that with a reduction of 37,435 persons on their payrolls 

the railways in 1911 paid $65,355,145 more for salaries and wages 
than in 1910 . 

Not only is this compensation to labor the highest total in the 
history of American railways, but it marks the high water record 
in the proportion (43.67% ) of their gross earnings paid to labor. 

The average compensation paid per man also shows an excep- 
tional advance frcwn $2.29 to $2.42 per day. Only part of this. 
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however, is due to the increased rate of wages, as the average 
is affected by the laying off of low rate employes. However effected, 
here is an increase of 5.6% in the rate per day in one year, account- 
ing for an increase of over $63,000,000 in annual payroll. 

The aggregate number of days worked by the employes of the 
railways reporting to this Bureau in 1911 was 497,224,726, com- 
pared with 495,148,779 in 1910, 434,328,026 in 1909, 453,002,228 
in 1908, and 472,834,343 in 1907. This indicates an average of 
301 days employment per man during the year, which must be 
considered as only an approxmiation, as the number of employes 
is not an average for the year. 

The first summary under this title gives the number, compen- 
sation and average pay for the several classes of employes of the 
roads reporting for the year 1911, together with the aggregates re- 
ported to the Interstate G)mmerce Commission for the preceding 
years : 
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SUMMABT OF HaILWAT EMPLOYES, COMPENSATION AND RATES OF PAY PEB 

Day by Classes in 1911» and Aooregates from 1889 to 1911. 



1011 

C332.117 Milm ReprMonied) 

ClaM 



Genial OfiBoera 

Other Offioen 

0«oeral Office Clerk* 

StatuNi Agents. 

Other Station Men 

Ensinemen 

Firemeo 

Ccmductors 

Other TrainmoQ 

Macbiniftt 

Carpentov 

Other Shopmen 

SectioD Foremoo 

Other Traokmeo. 

Switch Tenders, CroesiBC Tend- 

era and Watchmen 

Telegraph Operaton and Dea- 

patchera 

Employees aoct. Floating Equpt. 
All other Employees & Laboren. 
Total(^%Mi]eage Represented) 



Nomber 



1910 Official Figures. 

1900 

1906 

1907 

1906 

1906 

1904 

1903 

1902 

1901 

1900 

1809 

1808 

1807 

1806 

1805 

IfiOi 

1803 

1802 

1801 

1800 

1880 



3,500 

0.708 

76.150 

36.737 

153.526 
62.401 
65.490 
47346 

131.949 
54312 
65.413 

226381 
43325 

354308 

40302 

40386 

10378 

224.130 

1347.031 



1,732.435 

1328308 

1.458344 

1.672.074 

1.521355 

1382.106 

1306.121 

1312337 

1,180315 

1.0n460 

1.017353 

028324 

874358 

823.476 

826.620 

785334 

770.606 

673.602 

821.415 

784365 

740301 

704.743 



Per 100 
Miles 
of line 



1.5 
4.2 
32.8 
15.8 
60.1 
26.0 
28.2 
20.4 
50.9 
23.6 
28.2 
97.6 
18.0 
152.0 

173 

17.7 

4.5 

96.6 

710.0 



716 
638 
632 
735 
684 
637 
611 
639 
504 
546 
529 
495 
474 
449 
454 
441 
444 
515 
506 
486 
479 
450 



Compensation 



117.149305 
21,063306 
61.524.102 
27.9S2.195 
05.335.487 
00.051,666 
50.111,680 
64,056.106 

120.056345 
51.001,620 
50.141.432 

154.745375 
30338.045 

135.167.606 

22337,413 

34.170364 

7323385 

146.704367 

1301360307 



$1,165.444355 

1306340.058 

1.051.632325 

1372386.427 

(a) 030301.653 

830.044.680 

817306310 

775321,415 

676,026302 

610.713,701 

577364341 

522.067306 

405.055.618 

465.601381 

468324331 

445308361 

No data 

No data 

No data 

No data 

No data 

No data 



ATrrage 

Pay 
Per Day 



$1530 
638 
2.40 
2.20 
2.00 
4.72 
2.04 
4.18 
2.02 
3.17 

2.n 

2.25 
2.07 
1.50 

1.73 

2.42 
2.20 
2.11 
2.42 



(b) 12.20 

2.24 

235 

230 

2.00 

2.07 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 

No data 



Percent 
of Gross 
Receipts 



0.6 
03 
23 
1.0 
33 
33 
23 
2.4 
4.4 
13 
13 
53 
1.1 
43 

03 

13 

03 

63 

43.7 



41.62 
4130 
4336 
41.42 
40.02 
40.34 
4136 
40.76 
3036 
3630 
3632 
3031 
30.70 
4130 
40.77 
41.44 



(a) Includes S30XXX),000 estimate pay-roll of Sonthera Pacific, whose records were destroyed in 
the San Francisco disaster. 

(b) Bureau computations. 

A Billion and a Quarter Payroll. 

Aside from the fact that the figures for 1911 indicate a railway 
payroll for the year of over a billion and a quarter, the highest 
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aggregate recorded, the remarkable increase in the average rate 
per day since 1905 is the most significant feature of this table. 
Here is shown an advance in six years from $2.07 per day to $2.42, 
or 17%. 

This seventeen per cent, means that in 1911 the employes of the 
railways of the United States received over $200,000,000 more com- 
pensation because of the advance in the average rate of their pay 
since 1905. 

Moreover the advance since 1905 came on top of an even greater 
increase in the rate of wages during the eight years preceding, as is 
shown in another table. 

Note has already been made of the fact that the proportion of 
gross earnings absorbed by the payroll (43.7%) was the largest 
in the history of American railways. 

Unremunerative Expenditures. 
As in all recent statements of the compensation of railway em- 
ployes, that for 1911 continues to bear unmistakable testimony to 
the unremunerative drain of federal and state legislation and regu- 
lation on railway revenues. This fact is shown in the following 
comparison of compensation for certain classes of employes in 
1907 and 1911 : 

Ck>MPENSATION OF GLASSES ESPECIALLY AFFECTED BT THE DEMANDS OF LEQ- 

ISLATURES AND COMMISSIONS IN 1911 AND 1907. 



Clan 



Other Officers 

General Office Clerk* 

Station Agenta 

TelcKraph Operators and Despatcbers 

Employes Account of Floating Equipment. 

Total 

Increase 



mi 


1907 


232.117 Miles 


227.455 Miles 


Represented 


Represented 


$21,063,206 


$16,012,226 


61.624.102 


48.340.123 


27.982,195 


24,831.066 


34.179,264 


29.068.251 


7,823.985 


6.035.415 


$152,572,752 


$123,277,061 


29,295.661 


or 23.8% 



Here is an increase of nearly 24% in four years where there 
was an increase of only 2% in mileage and only 6% in gross earn- 
ings, the fund out of which all railway labor has to be paid. In 
ten years the remuneration of these five classes of railway employes 
has increased over 104%, where gross earnings have increased only 
70% and mileage less than 20%. 

Moreover, the excessive increase in the compensation of these 
classes represents only a fraction of the unremunerative expendi- 
tures caused by regulative exactions. 
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Average Daily Compensation, 1911-1892. 

Ever since 1892 the Commission has published tables giving the 
average daily compensation oE railway employes, accompanying 
them with an explanation that owing to the variety in the conditions 
of employment it is not possible to arrive at a wholly satisfactory 
rule or formula for converting all railway compensation into a 
daily wage. The same impossibility, of course, applies to the re- 
turns made to this Bureau, which are made from the reports to 
the Commission. These, however, are the best data available, and 
as they are based on uniform practice for a score of years they 
afford a reliable basis for comparison. 

The following statement gives the compilation of the Com- 
mission from 1893 to 1910, inclusive, while the figures for 1911 are 
compiled from the returns to this Bureau : 

GOUPAKATITK SUUUART OF AVEB-IOS DaILT COUPENBATIOH OF RaiLWAT Eu- 

PLOTES, BT Classes, fob the Yeabs Erdiho Juke 30, 1911 to 1802. 



'Pay oT laiianJ affloan U IBll oat ol proixiTtioa bocauis Bureu retum 4a i 
•mill rouk. 

Avmcn lor 1910, 1909 and 1BD8 do nut Insiada ntqm for iwlUhlu ud ti 
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Mark the advance in daily compensation all along the line be- 
tween 1897 and 1911. For the four great classes primarily* asso- 
ciated in the public mind with the operation of railways, the per- 
centage of increase in the rate of compensation has been, engine- 
men, 2d% ; firemen, 43% ; conductors, 36%, and other trainmen 
53%. The general advance running through all grades from the 
largest class of them all (trackmen), up has averaged about 30%. 

This means, that, of the payroll of 1911, a million dollars a 
day was due to the advance in the rate of wages since 1897. Per- 
haps Mr. Brandeis had a restoration of the wage scale of 1897 in 
mind when he suggested that by the exercise of scientific economy 
the railways of the United States could save a million dollars a 
day. And so they could, but who would do the walking? 

Ratio of Compensation to Revenues. 
The next statement gives the ratio of the aggregate compensa- 
tion of railway employes to the gross earnings and operating ex- 
penses of the railways for the past seventeen years : 

SuiiMABT Showing Proportion of Compensation op Employes to Gross 
Earnings and Operating Expenses, and of Operating Ratio for Seven- 
teen Tears. 1911 to 1S95. 



1911 Bureau. 
1010 OfficiAl. 

1909 

1908 

1907 

1906 

1906 

1904 

1903 

1902 

1901 

1900 

1899 

1898 

1897 

1806 

1895 



Ratio 


Ratio 


Ratio ol 


CompenMition 


Compenaation 


Operating EzpeDses 


of Labor to 


of Labor to 


to 




Operatinc Ezpentet 


Qroes Eaminci 


43.74 


63.71 


68.66 


41.82% 


62.76% 


66.20% 


41.00% 


62.06% 


66.12% 


43.38% 


62.33% 


69.67% 


41.42% 


61.41% 


67.53% 


40.02% 


60.79% 


66.08% 


40^% 


60.40% 


66.78% 


41.36% 


61.07% 


67.79% 


40.78% 


61i»% 


66.16% 


39.28% 


60.58% 


64.66% 


38.39% 


6927% 


64.86% 


88.82% 


60.04% 


64.65% 


89.81% 


61.04% 


65.24% 


39.70% 


00.52% 


65.58% 


41.50% 


61.87% 


67.06% 


40.77% 


6030% 


67.20% 


41.44% 


61.38% 


67.48% 



Pages of text could not add to the demonstration of this table 
that labor more than ever occupies the paramount place in the 
service American railways render to the American public. Where 
the operating cost, exclusive of taxes, absorbs nearly 69% of their 
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gross earnings, labor demands as its share nearly two-thirds of that 
cost, and gets it Before the stockholder and bondholder, before 
all other creditors, not excepting the tax collector, stands the rail- 
way laborer demanding an ever-increasing share of the revenues 
of the railways. 

European Railway Labor. 

As these statistics are being compiled, few reports of tBe con- 
ditions of employment on foreign railways later than those pub- 
lished last year have come to hand. So far as they have been re- 
ceived, the following statement has been brought down to date: 

SuMMABT Showing Number op Employes, Compensation and Avebaqe 
Yeably Pay of the Principal European Countries. 



Ratio to 
Reve- 
nues 



United Kingdom (1910). 
German Eminre (1009).. 

AtwtriaaOOS) 

Hancuy(1909) 

RttHian Empire 0908).. 

France (1908) 

Italy (State 1907) 

8witw»rland (1907) 



Total. 



Miles of 


Employes 


Railway 


Number 


23.387 


608.750 


36.235 


601.087 


13.500 


274.987 


12.582 


128.775 


41.888 


844.100 


24.915 


442.790 


8.762 


127.372 


2.740 


41.973 


163.989 


3,157334 



O>mpenaation 


Average 


per Year 


per Year 


$158,932,400 


t261 


264.047.660 


382 


71.355.506 


260 


85.020.003 


276 


165.366.030 


196 


115.125.400 


260 


36.462.071 


287 


12.279.928 


292 


858.598.997 


..••■.•.•..'. 



26.3 
38.7 
40.6 
40.5 
38.8 
34.4 
46.4 
31.9 



Pay and Hours of British Railway Employes. 

The Board of Trade of the United Kingdom in February, 1911, 
issued the report of its inquiries into the conditions of the work 
people of that country in 1907, dealing with the rates of wages 
and hours of duty of railway employes. Although many changes 
have taken place since 1907, the conditions are fairly representative 
of rates of wages and hours of labor today. 

The inquiry called for a return of the total number of employes 
receiving wages in the last pay weeks of January, April, July and 
October, 1907, with the aggregate amount paid during the year, 
and for a return of the actual earnings and, for time workers in 
regular employment, the rate of wages of each employe in the last 
pay week of October, 1907. 

The returns covered over 400,000 employes working in the 
following departments: The coaching and traffic, goods, locomo- 
tive, carriage and wagon (exclusive of construction works), per- 
manent way and stores, stationery and printing. Station masters. 



statistics of American Railways. 381 

booking clerks and officials on the salary list were not included. 
The final returns were not received from the Railway Gearing 
House until the summer of 1911. 

It was found that regular employment time workers formed 98 
per cent, of the railway servants for whom returns were received, 
and as the number of women and girls employed was very small 
the male time worker in regular emplo)anent is regarded by the 
report "as the normal type of railway servant." 

Nearly all the employes were "six- day workers," «. e., their 
rate of pay was for a working week of six days, Sunday duty 
when taken being paid for as overtime or equivalent time off being 
given in lieu of payment 

The hours of duty for a full week were given, exclusive of meal 
times, as follows: For adult workmen 58 hours for the United 
Kingdom as a whole, and for lads and boys 58.9 hours. The hours 
were slightly longer in Scotland. Of the adult workman 50% 
worked 60 hours or over, 24% 54 hours and under 56, and 10% 
under 54 hours. 

Of the total number in regular employment over two-thirds had 
annual holidays with pay, usually of from three to six days. The 
report continues: 

"The number of male time workers paid wages in the last pay 
week of October, 1907, who were in regular employment in the de- 
partments included in the ret^irns, was 401,437, of whom 365,901 
were adults and 35,530 were lads and boys. Their average rates 
of wages for a full week and average weekly earnings were as 
follows : 



Adult workmen. 
Lads and hoya. . 



Average Rates 
of Wages 



$5.02 
2.74 



Averase 

Actoal 

Earning! 



S6.48 
2.90 



"In a number of cases a cash 'bonus' was paid in addition to 
the nominal rate of wages. On the average this bonus increased 
the rate of wages for men by 4 cents to $5.96 and that of lads and 
boys by 2 cents to $2.76 ; the bonus is included in the average earn- 
ings previously stated. 

The average weekly rates of wages (with and without bonus) 
and earnings of 'six-day workers' in certain of the principal grades 
were as follows : 
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Oocnpfttioo 



Easiae DrivOTS 

Goods Ooards and Braketmen 
PaaMQger Ouarda. 

Ri lpmlTn^ , , 

Firemen , 

Sbuntera 

Poitefv (Oooda) 

Laborer* (Permaaeat Way). . . 

Pbtelayert aad Paokera 

Porten (Coaohiaf aad Traffic) 



ATerace Ratea of Wages 


WitboQt 


With 


BOBOS 


Boons 


10.72 


10.76 


6.87 


6i)l- 


6.76 


6.77 


6.01 


6.18 


6.79 


6.81 


6.70 


6.79 


4.87 


6.06 


4.87 


No boons 


4.77 


4.77 


4.66 


4J» 



ATersfls 
Aetoal 



811.16 
7.67 
7.U 
6.69 
6.67 
6.23 
6.83 
6.28 
6.16 
4J2 



"Other additions to the nominal rates of wages, not included in 
the rates of wages or earnings stated, took the form of allowances 
of uniform or partial clothing or of a house rent-free or at a reduced 
rental. The allowance of uniform or partial clothing was valued 
at an average of 14 cents per week per recipient or 8 cents per head 
of the whole number of men. The principal grades receiving the 
allowance of uniform were passenger and goods guards, signalmen, 
shunters, coaching and traffic porters and foremen. The housing 
allowance averaged 44 cfcnts weekly per recipient, or 2 cents per 
head of all the men. 

"A considerable number of railway servants were entitled to sick 
pay, pensions, etc., under contributory pension or provident schemes 
to which the companies also contributed. In a few cases sick pay or 
pensions were given by the companies. 

"The average annual earnings of all work people (including 
piece workers and casual workers), as estimated from the total 
wages bill for the year, were nearly $316." 

Commenting on the $4.82 average actual weekly earnings of 
coaching and traffic porters, the London Railway News from which 
the above extracts of the official report are copied, very pertinently 
asks, "But what has to be added for 'tips' ?" 

The table of wages and earnings given above is the clearest 
and most comprehensive statement of the compensation of British 
railway employes that has been made public. It demonstrates that 
the adult British railway employe averages only $6.48 per week 
where the average American railway employe, including 'lads and 
boys," averages $14.62. 
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Where the average British engine driver gets less than $2.00 per 
day the average American engineman gets $4.72 ; where the British 
locomotive fireman gets only $1.12 a day his American brother 
gets nearly $3.00; where the highest paid "guards" get $1.23 a day 
the American conductor receives over $4.00; where the British 
"shunter" gets only $1.04 a day the average of the American class 
that includes switclimen get $2.92 a day. 



Further details in regard to the number, pay and condition of 
employment of railway employes in foreign countries will be found 
in the Bureau's Statistics for 1910, pp. 53-58. 

The Cost of Living. 

The high cost of nearly everything entering into the main- 
tenance of the American standard of living continues to be urged 
as justifying the agitation for higher wages to railway employes. 
While it is true that the high cost of living "grows by what it 
feeds on," in more senses than one, this does not satisfy the wage 
worker. He does not see that high wages and high living are an 
endless chain. The income that makes high living possible breeds 
the tastes and habits that convert luxuries into seeming necessities 
and demand an ever-increasing income. 

As fully 40% of the average pay of railway employes goes to 
the purchase of food, he is naturally deeply concerned in the steady 
advance in its retail price. Unfortunately the Bureau of Labor 
has issued no comprehensive report on this subject since Bulletin 
No. 77 brought the data down to 1907. By the aid of Bulletin No. 
93, issued in March, 1911, on wholesale prices, and Bradstreet's 
monthly commodity reports, it is possible to bring the data down to 
1910 in the following tables: 



334 



The Railway Library. 



Bklativb Retail Pbioc of the Pbincipal Articles of Food in the United 

States, 1800 to 1010. 

(Average price for 1800-1800=190.0.) 



Ymr 



ISOO 
1891 
1803 
1803 
1804 
1895 
1806 
1807 
1898 
1800 
1000 
1001 
1002 
1003 
1004 
1006 
1006 
1007 
1008 
1000 
1010 



Ymr 



1800 
1801 
1802 
1883 
1804 
1805 
1806 
1807 
1808 
1800 
1000 
1001 
1003 
1008 
1004 
1005 
1006 
1007 
1008 
1000 
1010 



Applet, 
Evapo- 
rated 



100.0 

• 110.8 

00.3 

107.0 

106.8 

07.4 

88.6 

87.8 

06.4 

00.5 

06.2 

06.8 

104.4 

100.8 

00.2 

106.0 

115.6 

134.6 

126.4 

128.6 

126.8 



Cora 
Meal 



100.0 

100.7 

105.2 

103.1 

102.2 

100.8 

05.0 

03.7 

05.0 

05.1 

07.4 

107.1 

118.8 

120.7 

121.5 

122.2 

128.2 

131.6 

154.0 

160 

140.6 



Dry 



108.3 
106.2 
102.4 
105.0 
102.8 
100.5 
02.7 
01.5 
05.0 
00.7 
IIO.O 
113.0 
116 8 
118.1 
116.8 
116.3 
115.8 
118.8 
138.0 
141.2 
180.2 



E^gt 



100.6 

106.0 

106.8 

108.1 

06.3 

00.3 

03.8 

01.4 

06.2 

101.1 

00.0 

105.7 

110.1 

125.8 

130.0 

131.6 

134.2 

137.7 

140.2 

142.2 

166.0 



Freah, 
Roaata 



00.5 

100.0 

00.6 

00.0 

08.3 

08.6 

00.1 

100.3 

101.7 

103.7 

106.5 

110.7 

118.6 

113.1 

112.8 

113.3 

115.7 

110.1 

126.2 

132.6 

134.6 



Fish. 
Freeh 



00.3 
00.6 

100.1 
100.1 
100.4 

00.8 
100.2 

00.8 
100.5 
100.2 
100.4 
101.4 
105.0 
107.3 
107.0 
100.0 
116.2 
120.6 
116.2 
120.4 
124i) 



Beef. 
Freah, 
Steaks 



06.8 
00.4 

09.3 
00.6 

08.2 
00.1 
00.5 
100.3 
103.0 
103.0 
106.4 
111.0 
118.5 
113.0 
113.4 
113.0 
116.5 
130.6 
131.5 
134.1 
136.0 



Fish, 
Salt 



100.7 

101.7 

103.3 

103.4 

101.5 

08.0 

07.5 

05.3 

08.8 

100.3 

00.1 

100.0 

102.8 

108.4 

111.7 

113.8 

116.8 

121.6 

118.4 

122.6 

136.4 



116.0 
108J 
106 3 
107.0 
110.8 
114.1 
116.4 
128.2 
140.2 



Flour, 
Wheat 



100.7 

112.5 

105.1 

06.1 

88.7 

80.0 

02.7 

104.3 

107.4 

04.6 

04.3 

04.4 

04.0 

101.3 

110.0 

110.0 

180.1 

117.7 

140.0 

154.4 

150.6 



Beer. 


Biead. 


Salt 


Wheat 


07.5 


100.3 


08.3 


100.3 


00.5 


100.3 


100.3 


100.1 


08.0 


00.0 


00.6 


00.7 


00.8 


00.0 


100.0 


100.0 


102.1 


09.8 


103.2 


99.6 


103.7 


99.7 


106.1 


99.4 



99.4 

100.2 
103.9 
104.5 
102.3 
104.5 
124.5 
124.5 
126.2 



Lard 



98.2 

99.8 

103.6 

117.9 

106.9 

100.1 

92.5 

89.8 

93.9 

97.1 

104.4 

118.1 

134.3 

126.7 

117.3 

116.6 

128.0 

134.2 

132.1 

158.8 

160.0 



Batter 



99.2 

106.4 

106.8 

109.9 

101.7 

97.0 

92.7 

93.1 

951 

97.7 

101.4 

103.2 

IIU 

110.8 

109.0 

112.7 

118.2 

127.6 

123.5 

134.8 

137.1 



Milk 

Freeh. 

unskim 

med 



100.5 

100.5 

^00.6 

100.4 

100.2 

100.0 

99.9 

99.7 

99.4 

089 

99.9 

101.1 

103.3 

106.8 

106.3 

107.0 

108.9 

116.8 

115.4 

141.6 

144.3 



Cheeee 



(year 

lor more 

old). 



98.8 
100.3 
101.5 
101.8 
101.6 
99.2 
97.9 
99.0 
97.5 
102.4 
103.9 
103.8 
107.3 
109.4 
107.4 
110.9 
115.5 
123.2 
121.3 
142.0 
159.0 



Molaa- 



104.7 

101.7 

101.2 

100.6 

100.3 

99.0 

98.7 

97.7 

97.9 

98.2 

102.2 

101.3 

102.1 

103.8 

104.0 

104.4 

105.3 

107.7 

102.2 

106.4 

109.6 



Chick- 



101.3 

104.0 

103.8 

104.2 

98.6 

98.4 

97.1 

94.0 

06.8 

101.8 

100.8 

103.0 

113.2 

113.5 

120.7 

123.6 

120.1 

131.4 

128.6 

150.2 

162.0 



Mutton 



100.7 

100.6 

101.0 

00.0 

07.8 
08.7 
06.7 
00.6 
100.4 
103.6 
105.6 
100.0 
114.7 
113.6 
114.1 
117.8 
134.1 
130.1 
136.4 
134.8 
140.3 



Coflfee 



105.4 

105.3 

103.8 

104.8 

103.3 

101.7 

00.6 

04.6 

01.1 

00.5 

01.1 

00.7 

80.6 

80.3 

01.8 

03.6 

04.7 

05.0 

04.7 

106.6 

113.4 



Pork. 
Freeh 



07.0 

08.7 

100.5 

107.0 

101.8 

00.7 

07.4 

07.6 

08.6 

101.7 

107.7 

117.0 

138.3 

137.0 

134.0 

136.6 

137.7 

143.5 

141.6 

168.3 

180.3 
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Relatits Retail Pbicm or the Pbinoipal Abticles or Food in 

States, 1880 to 1910— Ck>ntiDaed. 

(Average price for 1890-1809=100.0.) 
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UiniKD 



YcMtr 



1890 
1881 
1803 
1803 
1804 
1805 
180O 
1887 
1886 
1809 
1000 
1001 
1802 
1803 
1804 
180S 
1808 
1007 
1808 
1808 
1810 



Fork, 


Pork, 


Pork. 


P^>ta- 












Salt. 


Salt, 


Salt. 


toea. 


Pmnea 


Rioe 


Sugar 


Tea 


Voal 


Baoon 


Dry or 
Piokled 


Ham 


Iriah 












86.8 


86.8 


08.7 


100.3 


116.8 


101.3 


118.6 


100.0 


86.8 


88.6 


08.8 


88.3 


116.6 


116.5 


102.5 


102.7 


100.4 


88.6 


88.1 


100.5 


101.8 


05.7 


118.5 


101.3 


86.2 


100.2 


100.0 


108.0 


106.7 
103.4 


108.3 


112.3 


115.6 


08.4 


101.5 


100.1 


100.0 


103.0 


101.8 


102.6 


100.8 


88.0 


83.8 


88.7 


86.7 


88.4 


88.2 


88.8 


01.8 


84.2 


88.8 


91.8 


88.5 


88.5 


86.7 


86.5 


87.6 


77.0 


86.8 


86.7 


86.6 


88J 


88.5 


87.4 


87.3 


08.2 


83.0 


84.3 


87.8 


86.7 


88.5 


88.8 


100.3 


88.1 


86.1 


105.4 


86.3 


101.7 


101.3 


100.7 


101.2 


102.8 


lOlJ 


88.2 


86.1 


85.1 


102.4 


101.7 


104.4 


103.7 


108.7 


107.7 


105.3 


83.5 


83.0 


102.4 


104.8 


105.6 


104.8 


131.0 


117.5 


110.3 


116.8 


82.6 


103.5 


103.0 


106.7 


10S.8 


135.6 


133.5 


118.4 


117.0 


83.4 


103.5 


86.0 


107J 


115.2 


180.8 


120.0 


121.3 


114J{ 


80.2 


103.8 


86.1 


106.0 


114.8 


187.8 


125.8 


118.4 


121.3 


78.6 


101.6 


101.8 


105J 


115.5 


138 8 


126.0 


118.5 


110.2 


81.4 


102.6 


103.8 


105.7 


117.7 


150.4 


136.8 


127.2 


114.4 


85.1 


105.7 


83.2 


105.5 


123.2 


157.3 


14U 


180.7 


120.6 


88.4 


108.5 


88.6 


105.3 


125.0 


142.4 


137.4 


112.0 


138.4 


88.0 


105.1 


100.0 


108.6 


124.2 


180.0 


151.2 


145.0 


120.0 


80.0 


103.3 


105.0 


100.0 


130.2 


180.0 


170.5 


162.0 


100.0 


80.0 


100.0 


106.0 


107.0 


180.2 



Vinegar 



102.8 

105.5 

102.7 

88.5 

88.8 

88.9 

87.2 

87.4 

87.8 

88.3 

88.5 

88.8 

88.6 

88.1 

88.8 

100.3 

102.6 

104.5 

112.4 

113.0 

112.0 



While no authority is claimed for the prices in these tables for 
the years 1908, 1909 and 1910, they represent the tendencies in 
those years as found in official and unofficial wholesale prices of 
the several commodities. That the retail price does not invariably 
follow the trend of the wholesale price is shown by the fact that 
where prunes is the only item in the foregoing tables to show below 
the standard of 100 for retail prices, the case is quite different 
among the wholesale prices. For instance, Bulletin No. 93 quotes 
the relative price of coffee in 1910 as 72.6, tea 84.5, evaporated ap- 
ples 98.7, rice 97.6, and potatoes 86.7. "The cost of living" has 
apparently caused the retailer to increase the margin of his profits 
to keep pace with his tastes and habits. 

Bulletin No. 93 of the Bureau of Labor contains a comprehen- 
sive discussion of the cost of living in the United States compared 

with conditions in the United Kingdom, Germany, France and Bel- 
gium. Unfortunately it is not in a form to be summarized. From 
one table it appears that in all classes beef, butter, eggs and milk 
in the order named make the heaviest drafts on the family income. 
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Taking up the wholesale prices where Bulletin No.V^j united 
them, Bradstreefs price index numbers for all commoditiv 
them down to date as follows : 



1911 



AprUl 

May 

Jniw 

July 

AngiMt. . . . 
Septimber. 



I8.U33 
8.4588 

8.8SM 
8.6935 
8.6588 

8.8191 



October. . . . 
November. 
Deoember. 

Jaaoaiy — 
February.. 
March 



1911 



1912 



$8.8085 

8.8022 
8.9678 

8.M93 
8.9678 
8.9019 



fThe total of the price per pound of ninety-eix artidea. 

The average for 1911 was considerably below 1910, which fell 
slightly below an average of $9.00, being higher than 1907. 
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RSLATIYK F 

IV 
= CAPITALIZATION 

No phase of railway statistics is subject to more misapprehen- 
sion, misrepresentation and distortion than that coming under the 
comprehensive title of "Capitalization." 

The only railway Capitalization of public concern is that which 
represents the actual money which has been invested to provide 
the means of transportation by steam railroads for the people and 
commerce of the United States. 

In his report for 1907, Prof. Henry C. Adams, then official statis- 
tician for the Commission, discussing the assignment of $58,298 per 
mile of line as correctly measuring the amount of railway securities 
in the hands of the public, used these words: 

"This figure represents correctly the average capitalization per 
mile of the railways in the United States, meaning by that phrase 
the amount of active capital to be supported by freight and passenger 
rates" 

In the face of this admirable definition of what constitutes rail- 
way capital. Professor Adams' successor prefaces the statistics of 
"Capitalization of Railway Property," in his report for 1910, with 
this statement: 

"By 'railway capital' as used in this set of statements is meant 
the aggregate of securities issued, including not only those actually 
issued and outstanding, but also those which have been reacquired 
and are held alive in the hands of some fiduciary of the issuing cor- 
poration, and those which have been merely nominally issued but 
not yet delivered to a bona fide purchaser for value. No economic 
conclusion or question of equity is involved in this use of the 
term." 

Perhaps not. But there is a nation-wide and harmful popular 
delusion bred and nourished by this seemingly innocent use of the 
term. 

Present day talk about the water in American railway capitaliza- 
tion is kept alive by the parade in official prints of aggregate figures 
of which less than 80% is active capital "to be supported by freight 
and passenger rates." 
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The crime of misrepresenting the capitalization of American 
railways is against the American people because the false cry of 
overcapitalization makes it difficult to obtain on reasonable terms 
the additional capital for improvements and extensions for which 
there is a crying necessity. 

Net Capitalization in 1911. 

Following the formula adopted by Professor Adams to ascertain 
the only capitalization that "measures the claim of railway securities 
on railway revenues/' the returns received by this Bureau from 
232,117 miles of operated line (190,929 owned and 41,188 rented) 
yield the following result for the year ending June 30, 1911 : 

Summary Showing Net Capitalization of 378 Companies Opebating 
232,117 miles of line fob the teas ending june 30, 1911. 



Item 



Capital Stook 

Funded Debt 

Reoeiven' Certificates. 



Rental 41.188 miles, 1127. 267.3S6, capitalised at 5% . 



Total 

Deductions for Railway Stock Owned. 
Deductions for Funded Debt Owned. 



Net CapitalisaUon 1011 (232.117 mUes). 
Net Capitalisation per Mile Operated... 



Capitalisation 

(100.029 Miles Owned) 

1011 



|«.088.087.037 

0.344,729.433 

12.035.503 



13.065.878.211 
1.687.838.570 



116.345.772,873 
2.545.847.520 



$18,801,120,803 
04.753.216.781 



114.137.003.612 
61.340 



It is a question whether the above capitalization should not be 
further reduced by deducting therefrom $809,465,180 for other 
stocks ($615,048,044) and funded debt ($194,417,136) not rail- 
way issues owned by the railway companies and which paid $33,- 
272,072 into their treasuries, thereby relieving freight and passenger 
rates of fixed charges to that extent. The writer does not doubt 
that it should be deducted. 



Net Capitalization of All Railways 1911. 

Accepting $14,137,903,612 as the net capitalization of the 232,117 
miles of line reporting to this Bureau, it only remains to place a 
reasonable estimate on the 11,112 miles not covered by these reports 
to arrive at a close approximation of the net capitalization of all 
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the railways of the United States. Estimating this at $30,000 a 
mile ($25,000 would be liberal), the account would stand as follows: 



Net Caoitaliiation. 232.U7 Miles ReDreeented 


114.137.903,612 


11.112 Miles at $30.000 


333.360.000 






Total for 243.229 Miles Represented 


S14.471. 263.612 


Less Assigned to "Other Properties" in 1»10 


36.963.806 


Net Capitalisation all RaUways in U. S. in 1911 

Net Capitalisation per Mile of Line 


314,434.309.804 
69.346 



This computation includes mileage operated under trackage 
rights, for the sound reason that the rental for such rights is in- 
cluded in the capitalization item of other rentals at 6% given 
above. 

In 1910, the Commission reported $14,338,575,940 as the amount 
then outstanding in the hands of the public against 228,841 miles 
owned. Allowing for differences in methods of arriving at results, 
these figures strongly corroborate those computed from the returns 
to this Bureau. 

Gross and Net Capital 1911 to 1889. 

Previous to 1907 the Commission included in its report a valu- 
able table giving the amount of stocks and bonds outstanding, to- 
gether with the amount of both owned by railway corporations, from 
which it was possible to calculate approximately their net capitaliza- 
tion for any given year. Under the new accounting, this statement 
has been omitted, although the railways are still required to furnish 
the data. In order to preserve the continuity of this important 
record, the next statement shows the gross railway capital, securities 
owned, net capital outstanding in the hands of the public, together 
with its amount per mile since 1889, when these figures were first 
compiled. Except those for 1911, the figures are from official 
reports. 
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Sdmmasy of Gboss Railway Capital, Amount of Railway Secubiiies 
Owned and Nrt CAPiTALizATioif of the Railways of the United 
States, 1911 to 1888. 



Year 



1911 Buroaa, 
1010 Officiid 

1909 1 « 

1906 # ' 

1907 ■ 

1900 ' 
1906 ■ 
190« * 
1903 " 
1902 ' 

1901 ' 
1900 ' 
1899 « 
1806 ' 
1897 ■ 
1896 * 
1896 « 
1804 * 
1893 * 
1892 ■ 
1881 * 
1890 ' 
1889 « 



ft. 









Net 


QroM Railway 


Railway 


Net RaUway 


Railway 


Capital 


Saourities Owned 


Capital 


Capital 
per Mile 


819.187^26.885 


14.753.216.781 


114.434,300,804 


$60,845 


18.417.132.238 


4.078.566.298 


14.338,575.040 


62.657 


17.487.868.935 


t3.776.001.202 


13.711.867,733 


50.250 


16,767.544.827 


8,933.953.317 


12.833,501,510 


57.201 


16.082.146.688 


8.161,704.135 


12,020,352,548 


58.206 


14.670.421.478 


2.898.480.829 


11.671.040.640 


54,421 


13.805.258.121 


2.688.152,129 


11.167.106.002 


53.328 


13.213.124.679 


2JK)1,330,601 


10,711.704.078 


52.099 


12.599.990.268 


2.318.301.053 


10.281.508.305 


51.559 


12.134.182.964 


2,208.518.703 


0.025.664.171 


50.961 


11,688.147.091 


2.206.407.000 


0,482.640.182 


49.926 


11.491.034.960 


1.043.050.340 


0.647.084.611 


51.092 


11.033.954.898 


1.601.013.167 


0.432.041.731 


51.215 


10.818.554.031 


1.621.386.255 


0.207.167.776 


51.856 


10.635.006.074 


1.466.036.176 


0.168,071,808 


51.396 


10.566.865.771 


1.501.346.014 


0,065,518,857 


51.141 


10.346.754.229 


1.447.181.534 


8,800.572.605 


51.421 


10.190.658.678 


1,544.058.670 


8.646,600,008 


50.358 


9.894,625.239 


1,563.022.233 


8,331,603,006 


50.298 


9.686,146.813 


1.801.457.053 


8,204,680,760 


52.848 


9.290.915.439 


1.282.025,716 


8,007,080.728 


50.858 


8.984.234.616 


1.406.007.001 


7.5n.827.615 


49.473 


8.674.046.742 


1.151.072.001 


7,422,078,841 


50.018 



]i^Doef not include returns tor switching and terminal companies, 
tin 1910 the per mile divisor was 228.841 miles owned. 

tU railway securities owned in 1906 is correct, the amount for 1909 is about 1300,000.000 below 
what it should be. 

Distribution of Railway Capital. 

Summaries in the official Statistics for 1910, 1900 and 1890 dis- 
tribute railway capital among the territorial groups as follows : 
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SuMMABT or Railway Capital on June 30, 1890, 1900 Ain> 1910 by Gboups. 



Territory Ck>yered 


1890 


1900 


1910 


Group I 


1 377.417.302 

2.032.242.616 

1.309.390.715 

410.704.029 

742.670.372 

1.818.588.866 

443.136.450 

1.047.274.401 

372.982.285 

882.876.385 


1 472.329.210 
2.337,874.067 
1.490.997.662 

631.863,020 

903,681,993 
2.024.541.064 

560.768.813 
1.396.350.723 

511.034.132 
1.162.599.n6 


S 799.627.586 


Group II 


3.543.063,388 


Groap III 


2.414.870.874 


Group IV 


960.188.880 


Group V 


1.846.913.186 


Group VI 


8.102,203.094 


Group Vn 


1,047.244.431 


Group VIII 


2,260.870.943 


Group IX 


808.906.181 


Group X 


2.184.260.830 


Total 


*|9.437.343.420 
1.406,907.001 


111.491.034,960 
1,943,060,349 


818.417.132.238 


Leas Stock! and BoDds Owned. . . 


t4.078.566.298 


Net Railway Capital 


18.030.486.310 


89.547,984,611 


814.338.575.940 



•Includes 8463,106.804 "other forms of indebtedness" excluded in other years, 
flnohidea 886.963306 aasiciied to "other properties.'* 

Owing to the complexity of ownership in which the capital 
issues of a railway company in one territory are owned by the com- 
panies in other groups, it is impossible to off-set stocks and bonds 
owned against the respective groups and so arrive at their net 
capitalization. 

New Railway Capital in 1911. 

According the annual returns of the railways reporting to this 
Bureau for the year ending June 30, 1911, there was an increase 
of $817,911,591 in railway capitalization outstanding, of which $479,- 
052,431 was in funded debt and $344,068,091 in stock. The amount 
in receivers' certificates was less by $5,208,931. Stocks and bonds 
owned increased $348,611,750. On the construction side, this was 
most nearly represented by an increase of 4,592 miles of line and 
10,169 miles of track. / 

According to the Commercial and Financial Chronicle, the se- 
curities listed on the New York Exchange for the first jtime during 
the calendar year 1911 was $1,224,449,240, divided as follows: 



Steam Railway. 
Street Railway. 
Miscellaneous... 



Steam Railway. 
Street Railway. 
MisoeUaneous... 



TotaL. 



Bonds 

1298.008.900 

84.160.000 

248.670.500 

Stocks 

1204.889.560 
141.226,600 
297.498.680 



8580.834,400 



8648.614J80 



81.884.440 J80 
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Of the bonds listed for railway purposes no less than $110,- 
796,000 were to retire or replace old securities and $11,500,000 were 
old issues just listed. Of the stock, $69,502,000 were to retire or 
replace existing securities and $29,000,000 were old issues just listed. 
Including the old issue listed in 1911, the new capital account of the 
railways for the year would therefore be as follows: 



Steam Railway Bonds. 
Steam Railway Stocks. 



Total. 



1187.207.000 
135.387.560 



1322.594.550 



The temporary note issues, Avhich are seldom listed, reached 
the formidable sum of $310,669,000, of which no less than $187,- 
175,000 were issued by the railways. Including these, the capital 
requirements of the railways met by the issue of bonds, stocks and 
notes during the year amounted to $509,769,500, where there was an 
increase of $427,333,141 in the net capital of the railways report- 
ing to this Bureau. Large as these sums may appear, the largest 
of them is totally inadequate to meet the demands for improvements^ 
additions, extensions and new equipment of a railway system which 
should be prepared to handle an increase in traffic of from 6% to 
Sfo annually. 

Capitalization of Foreign Railways. 

Nothing can demonstrate more clearly the comparatively low 
capitalization of American railways than the following statement 
of the capital cost, or cost of construction, of the railways of the 
principal foreign countries, compiled from the latest available data : 
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SUMMABT OF RAILWAY CAPITALIZATION OF THE PBINCIPAL FOHEIOlf RAILWAY8. 



Y«Mtr 



Country 



1909 

1908 

1908 

1909 

1909 

1908-09 

1908 

1908 

1909-10 

1906*09 

1909 

1909 



1910 
1909 
1909 
1909 
1911 
1911 
1911 
1911 
1910 



Europe 

United Kingdom 

Qermany 

Ruasian Empire f 

Franoe 

AttstriA 

Hungary 

Italy (SUte Roads) 

Spain (13 Roada) 

Sweden 

Norway 

Denmark (SUte Roads). 
Belgium (State Roads). . 
Switserland 



Total EuropOt including Siboia 

Other Countries 

Canada 

British India 

Argentine Republic 

Japan 

New South Walese 

New Zealand® 

Queensland® 

Victoria® 

United Stotes 



Miles of 
Line 



23.387 

38.235 

41,888 

26,040 

13.873 

12.562 

8.719 

6,840 

8.242 

1,845 

1,192 

2,680 

3.034 



185,537 



24.731 

31.015 

15.363 

5.020 

8.760 

2.761 

3.929 

8.505 

228.841 



Capital or Ckist of 
Construction 



16.421,170,080 

4,048,810,560 

3.294,970.000 

3.550.874.000 

1.609.853.523 

814.534,000 

1.091.665,900 

583.632.000 

272.150.020 

77.578.420 

63.625.230 

491.273.101 

330.037.141 



122.650.173.975 



$1,601,050,750 
1.422.000.000 
862.811.760 
894.100.607 
248.228.770 
153.448.830 
132.892,560 
206.804,550 
S14.338.575.940 



Per Mils 



$274,557 

111.737 

78.661 

141.508 

116.042 

64.841 

125.205 

85.827 

83,000 

42.048 

53.125 

187.022 

108.780 



$122,079 



$64,740 
45.266 
56.162 
78,820 
66.020 
55.574 
33.820 
59.000 
62,657 



ll^Includos AaiaticRussian railways. 

SNew South Wales railways are 4 ft. 8| in. gauge; New Zealand and Queensland 3 ft. 6 in., and 
Viotoria (aU but 121 mUes) 5 ft. 8 in. 

The nationalization of the railways of Japan has raised the 
"cost of construction" from 411,559,035 yen for 4,783 miles, two- 
thirds private, in 1906 to 753,836,988 yen capital invested in 5,020 
miles nine-tenths government in 1909. Any such financial presti- 
digitation in American railways would boost their capital account 
80%. 

The Archiv fur Eisenbahnwesen for June, 1911, estimates the 
total capital cost of the railways of the world in 1909 at $53,280,- 
000,000 in round numbers; of which $25,161,840,000 is apportioned 
to Europe and $28,111,200,000 to the rest of the world. In this 
estimate the average capitalization for Europe is placed at $123,100 
per mile, and for the rest of the world at $66,968 per mile. 
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V 
COST OF CONSTRUCTION 

One of the anomalies of accounting which has thrown railway 
statistics into chaos is found in the "General Balance Sheet" as it 
appears in the official report for 1910. If open confession is good 
for the soul of the statistician, it is found in the words of his report 
in this regard where he says: 

"The general balance sheet next shown is constructed by aggre- 
gating the figures contained in the revolts of the companies, both 
operating and nonoperating, that were considered sufficiently com- 
plete for inclusion. Switching and terminal companies are excluded. 
There has been no attempt to make adjustments for intercorporate 
relations. Securities and other liabilities of one company to an- 
other are included in the statement of assets as reported by the 
debtor company and in the statement of assets as reported by the 
creditor company, although it may happen in a particular case 
that the creditor company carries the claim on its books at only a 
nominal valuation. There is therefore no warrant for looking on 
this statement as representing the balance sheet of all the railways 
consolidated into a single system." 

With this frank acknowledgment of its scientific worthlessness, 
the statistician presents the following table: 
General Balance Sheet for the Year ending June 30, 1910 (226,114 

MILES OF line REPRESENTED). 



Item 



N«t lBv«itineat la Road and Equipmeot 

Book VaIiw of System Seeoritiee Permuiently Held. 

Other PemuMMBt In v ee tmente 

WorUag Awfiti end Aeerned Income Not Doe 

StoUag and Redemptioo Fond 

All other Detered Debit Items 

Total 



liabilitiee 

Stock 

Hortcage, Boeded aad Seoored Debt. 

WorUag liabUitiee aad Aeomed liabUitiee Not Due. 

Ddened Credit Itema 

Appropriated Surploe 

Profit aad Loit 

TotaL 



Amooat 



I14.887.816.0M 

3,887,178.619 

1,688.489.870 

2,189.008,497 

96,803,704 

668.784.688 



821,108.899,018 

8 8.082.814,700 

10,888.107,832 

1,123,864.882 

181.614.600 

881,870,986 

1.089.288,794 



821,108,809.018 



There is one thing about this balance sheet that cannot be gain- 
said — ^the totals balance. 
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The item giving the net investment in road and equipment, if 
followed up in future reports and if arrived at through a con- 
sistent formula, will gradually gain in value for purposes of com- 
parison. As given above it corroborates the statement of cost of 
road and equipment in the report of this Bureau for 1910, as $14,- 
552,885,643 for 227,525 miles of operated line, and confirms the 
method by which the following statement of cost of road and equip- 
ment for 1911 was constructed: 

Cost op Road and Eqxtipmbnt fob Yeab ending June 80, 1911 (232,117 

MILES OF LINE BEPBESENTED) . 



Item 


Amount 


Invettmeat in Road (100.929 miles owned) 


S10.181.06S.849 


Inyeitnent in EouiiNnQni 


S.479.0I1.06S 


Qflneral EizpenditvrM. 


46,196.789 


Coet of 41.188 Mike Leased Road Rental Ctaitaliaed 


2JM6.847,S30 


Total mi 


S16.351.6S8.991 


Total mo 


14J6a.886.64S 


Inereaae 


S 098.761.848 



If it were not for the fact that the returns for 1911 on the 
first three items in this statement were far fuller than those cov- 
ering the same items in 1910, the increase of $698,761,348 shown 
for the year would be a fair approximation of the added investment 
in American railways during the year. 

The item representing the cost of the 41,188 miles of road leased 
to the operating companies is arbitrarily arrived at by capitalizing 
the rental of $127,267,386 paid by them at 5%. It offsets the 
amount added to capitalization on account of the same leased prop- 
erty. 

If to the total of $15,261,636,991, given in the above statement 
as the sum invested in the road and equipment of 232,117 miles of 
operated line, there be added the estimated capitalization of $333,- 
360,000 for the 11,112 miles of line not reporting to this Bureau, 
we have an aggregate investment of $16,684,996,991 for all Ameri- 
can railways to June 20, 1911. 

This, however, does not come within many billions of repre- 
senting either their cost or their present value, for two obvious 
reasons, namely: 

(1) It does not take into account the countless millions ex- 
pended in the inception and construction of lines, whose records. 
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if ever complete, have been lost, or which have gone through the 
receiverships and reorganizations which first and last have over- 
taken over 130,000 miles of American railways with a capitalization 
of nearly seven and a half billions. 

(2) It does not appraise the appreciation of railway property, 
especially at terminals, during the past three-quarters of the cen- 
tury. There is no "unearned increment" about this appreciation, for 
it is the creation of the railways. 

The Appraisal of the New York, New Haven & Hartford R. R. 

The report of the Board of Railroad Commissioners, the Tax 
Commissioner and the Bank Commissioner of Massachusetts, sitting 
as a Commission, relative to the assets and liabilities of the New 
York, New Haven and Hartford Railroad Company, dated Febru- 
ary 16, 1911, is one of the most important expositions regarding 
the value of railway property of recent times. The purpose of the 
inquiry was to ascertain whether the aggregate corporate assets 
of the company were sufficient to secure its outstanding capital 
stock and indebtedness. At the time of the inquiry, June 30, 1909, 
these were : 





$100,000,000 


Bonds tod Debentures 


2S4,869,87S 


LoniM tad Notes Pnysble 


5.250,000 


Total 


$940,100,875 



After a careful survey of the field the Commission selected Prof. 
George F. Swain of Boston as engineer in charge to make the 
physical valuation ; Messrs. Stone & Webster of Boston were chosen 
for the investment and accounting divisions of the investigation, re- 
porting to Professor Swain, who for many years has been consulting 
engineer of the Railroad Commission of Massachusetts and is now 
professor of civil engineering at Harvard University. The Com- 
mission had the benefit of the appraisal made by Mr. John F. 
Stevens, vice president of the company, covering all the physical 
property of the railroad proper, carefully reviewed by Price, Water- 
house and Company, chartered accountants of New York. The 
land valuations were placed in charge of Mr. J. Frank Aldrich 
of New York. In every way no effort was spared to secure a full. 
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accurate and authoritative valuation of the railway and its prop- 
erty. 

The report, with its appendices, makes a volume of 681 pages, 
and contains a concise history of the railway from its original char- 
ter down to 1909. The final estimate of the cost of the road was 
set forth in the following table : 

Exhibit 5. 

Final Revision. 

Ck>ST OF BoAD OF THE New Tobk, Nrw Uaven & Habtfobd Railboao CoU' 

PANT. 



Item 



1. Road 

1. Engineerinc 

CoatingfiDtAf 

2. Right of Way and StatioD 

(. roundi 

Z. R«al£stato 

4. Grading 

5. Tunnek 

0. BridgeSiTraatleaaadCulTerto 

7. Tiea 

8. Rails 

0. FrogB and Switches 

10. Track Fasteaings and Other 

Mater Jil 

11. BaUast 

12. Track Laying and Sorfadng.. 
18. Roadway Tools 

14. Fencing Right of Way 

15. Crossings and Sigjam 

10. Interlocking and Other Sig- 
nal Apparatus 

17. Telegraph and Telephone 

lines 

18. Station BoildingsandFiztares 
10. General Office Buildings 

20. Shopj, Enginehonses and 

Turntables 

21. Shop Machinery and Tools... 

22. Water Stations 

28. Fuel Stations 

24. Grain Elevators 

26. Dock and Wharf Property... 

27. Electric Lighte 

28. Electric Power Plante 

20. Electric Power Transmiasion 

80. Oas-Prodncing PhuiU 

81. Misciellaneoos Structures. . . . . 
86. Earnings and Operating Ei- 

peoses during Constmotion. 
86. Marine Ekiuipmeni 



Stevens' 
Appraisal 
Arranged 
by Price, 
Waterhouse 



8 4,470,804 



66.036.451 

8.280 J(73 

28.224.823 

436.090 

20.406,112 

2,404.764 

6.018,565 

440.907 

842.474 

4,046,114 

1.317.077 

03.091 

694.437 
4.856.374 

967,568 

61.260 

5.368,107 

560.028 

1370,718 
044.011 
330,980 
431,406 
212,566 

5,128.766 



537.731 

728.876 

11.267 

561452 



Price, 
Waterhouss 
Adjustment 
of Stevens* 
Appraisal 
June 80,1908 



8 4.703,316.71 



64,679,616.96 

4.027.354.00 
81,162.079.92 

1.517,208.68 
22,026.977.75 

2.498,344.96 

7.156.2.9.32 
480.088.50 

010.066.26 

5.030.011.18 

1.529.727.28 

93,254.13 

715.678.50 
5.618,383.42 

1,255.100.08 

54,228.18 

5,520,0.0.04 

576,706.78 

1.003.019.61 
089.004.25 
345.218.13 
431.501.27 
212.566.00 

4,676.171.15 
7.468.33 

1,557.364.45 

2.108.086.66 

11.267.00 

500.652.64 

290,780.50 



Present Valuation 



New 



8 5.574.038 

5.574.030 

62,789,016 

6.240,062 
8033.853 
1.043.149 
20,017,682 
4.646.658 
87n.<»85 
1.015.004 

1142,053 
3.970.380 
1,729,728 
116.568 
780,335 
4,089.436 

1,517.158 

54,228 

7,034.300 

660.845 

2,725,112 

1,200,000 
500,180 
621,040 
807,50j 

7,578,70 
26.280 
185.200 

6,030,490 
23,460 

8.583.506 



8,702.100 



Per 
Cent 



100 



100 

100 
100 
100 
85 
60 
80 
6i 

70 
100 
lOJ 
80 
70 
70 

00 



80 

88 

75 
82 
70 
70 
67 
70 
00 
00 
00 
80 
75 



65 



Depre- 
ciated 



8 5,574,038 

5,574,030 

62.789.016 

5.240,062 
30,i6ii,85J 

1,043140 
17.7w0,030 

2,787.005 

7.022,888 
650,758 

700,437 

8,070,388 

1.729,728 

03,254 

546,233 
8,402.606 

1,365,442 

54,228 

6,347.447 

580.0M 

2,043,884 
080.004 
850.126 
434,728 
206.025 

5.301,503 

23,652 

166,680 

5.427 441 
18.768 

2.687.u20 



2,474.800 
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CoflT or Road or the New Yobk, New Haven &, Habtpobb Railboad Com- 

PANT — Contincied. 





SteTeae* 

Appiaieal. 

AnaasBd 

byPriee 

WaterhoaM 


WaterhoaM 

Adjaetmeat 

ofSteireBs' 

Appniaal 

J«Be30.1906 


PreaeBtValBa6aa 


It«l 


New 


Per 
C-t 


Depn. 
dated 


17. EfeetrificfttioaofNewHaTCB 
JJmm Opetmtod by the 

Apfnkrd . , 






474.804 
147.600 
137.760 

806.000 


90 


417.124 


18. Snudl 'Holley liMS OwbmI 






iitnaa 


by M. Y.t N. H. m H. R. 
R.CO. 






80 


110.206 
63.843 


Solidiftwtmi 






806.000 


Total Road 


$153,101,960 

$ 1.887.924 

63.847.996 

1.887.924 


$162,840,060.54 

$ 80C613J6 

18.430.381.48 

920.796.04 


$197,858,563 

$ 2.478.380 1 

23.564.678 

3.155.680 




$180.270333 


2. GoMfBl EipflAditarw 
43. T Hill Ttpmmm 


$ 2.478380 


47. latonolaadComiiuHioas... 

48. Other FiiwttiliiiM 


S3354.678 
3.U6380 






Total OcMnl EzptMlitiint. . 


$66,623,843 


$20,245,691.50 


$29,185,747 




$29,185,747 


Other AeeooBt* 
Stnetone BotUaadiaOpentioii 
of Road 


$ 1.778.213 
7.244.776 


$ 1.773.473.00 

7.244.776.00 

177.740.91 








Laad not Uaad ia Opeimtkm 61 
Road 








Property ia Coune of Replace- 
meat , ... ^, 










33.684.649 
4.063.499 
9,859.993 

6.667.925 


77.557.514 


70 


54.145.066 


SoppUea oa Haad 

ImmovMneats to Oetober 1. 1907 














40 Ptoroeat latereet ia Boetoa 
Term. CSo 










Rechargeable Afiooaat. . . . . . . . 


125.173.73* 


















Total Other Aocouate 


$63,299,065 


$ 9.070.816.18 


$77,557 J»4 




$54,145,066 


Oiaad Total 


$283.024358 


$102,156,567.22^ 


$804,601,824 
6.000.000 




$263,601,136 


Valoe of RnaaiBf Rights betweea 
WoodhtwB aad Oiaad Ceatral 
TenniBal, Baaed oa Tax Paid. . 


6.000.000 



'Dadoct. 

^Thie doea aot iaohide eqoipineBt aor aay additioae to property siaoe Juae 30, 1908. 



The appraised value of the securities of proprietary, affiliated 
and controlled companies owned was $133,561,906 ; of other invest- 
ments $18,768,650; of working assets $58,101,638, making with 
several small items a grand total of $495,759,638. 
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Against this the liabilities validated, including capital stock, 
funded debt, notes and bills payable, etc., aggregated only $394,- 
147,563, leaving, in the language of the report: 

Adjustment surplus $101,612,074 

Thus the official appraisers of Massachuetts join with those of 
Washington, South Dakota, Minnesota and Wisconsin in testifying 
to the high value and conservative capitalization of American rail- 
ways. 

For the latest information in regard to the physical valuation 
of railways by states the reader is referred to the Bureau's Statis- 
tics for 1910. 
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TI 
OWNERSHIP OF AMERICAN RAILWAYS 

According to the reports to this Bureau of 378 companies, 
representing 190,929 miles of line owned and 232,117 miles oper- 
ated, their records at the date of the last election of directors prior 
to June 30, 1911, showed 363,807 shareholders. This is nearly two 
shareholders per mile owned. Estimating the ownership of the 
remaining 55,000 miles of line conservatively at one and a half 
shareholders per mile owned would bring the total shareholders in 
all American railways up to 446,307. 

As the returns are not complete for this item, it is safe to esti- 
mate the number of owners of capital stock of American railways 
at 460,000. In making this estimate it is considered that the duplica- 
tion of holders in several companies is offset by the instances where 
stock stands in a single name for many owners. 

That this is a reasonable estimate is supported by the remark- 
able increase in the distribution of shares in the following 14 com- 
panies since 1904 when the Commission published a statement show- 
ing 327,785 shareholders in 1,182 roads: 



PeonsylvADia R. R 

AtohitoB. Topekft * Santa Fe 

New York Central A Hodaon River. 
New York, New Haven A Hartford. 

Union Padfio 

Great Nortbera. 

SoQthem Pacific 

Northern Pacific 

Chicago. Milwaukee A St. Pad 

Baltimore A Ohio 

niiaois Central 

Erie 

Chicago * North-Weatem 

Beaton A Maine. 



ShareholdeiB 



1004 



Total 

Increaae per cent. 



44.175 
17.828 
11.781 
10.843 
14.258 

883 
2.424 

808 
6.883 
7.132 
9.123 
4.300 
4.100 
7.402 



138.050 



1011 



80.353 

20.248 

21.202 

20.282 

10.420 

18.073 

12.813 

12.718 

10.082 

10.7tt 

0331 

0.047 

8.187 

7.208 



258.028 
85.0 



If the ownership of the other roads included in the Commis- 
sion's total in 1904 increased in the same relative proportion as 
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these 14, the number of owners on June 30, 1911, would have been 
608,819. There is reason to doubt any such increase, although, 
owing to voting trusts, holding companies, etc., not reporting to the 
Commission, it is by no means improbable. The Southern Railway 
affords an instance where a voting trust extinguishes 9,672 "railway 
stockholders" of 1904 from the public records but not from the 
fact of ownership. 

The ownership of railway funded debt is probably double that 
of capital stock and from the fact that this class of securities is so 
widely held by savings, educational and benevolent institutions, in- 
surance companies, banks and trustees of all manner of funds it is 
clear that the fortunes of millions upon millions of depositors and 
beneficiaries of these institutions are involved in the prosperity as 
well as the sane regulation of the railways. 

The February (1912) report of the Pennsylvania Railroad gfives 
the latest number of its shareholders at over 73,300 and that where 
in August (1911) 16.65% of the capital stock was held abroad it 
had decreased to 14.10%. In distribution among the states the 
largest share naturally falls to Pennsylvania, with New England 
second and New York third. 

Nearly one-half (47.28%) of stockholders in the Pennsylvania 
Railroad Company are women. 

Ownership of British Roads. 

Wide as is the ownership of American railways, it does not ap- 
pear to be as general as that of British roads, judging from the 
following table compiled by the London Railway News, from a re- 
turn to the Board of Trade in 1902, the last of its kind issued : 



Owners of Bbitish Railwat Secubfties, 1002. 





Total 
Holden 


Debraton 
Holden 


PnluTMi 

•od 
Qoaianteed 
•Holden 


OrdiiMiry 
Holden 


Rnflaad , 


64S.880 

104.285 

50J43 


128.28d 

».8ao 

9.888 


260 J70 
M.fl04 
17.079 


818.468 


Bootland.. 


48.809 


Iielftiid 


22.460 


Totei 


79S.267 


1M.484 


822.963 


884.271 
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Later information as to seventeen companies having about 10,000 
shareholders and upwards each, shows a total of 652,459, as follows : 



Midland 

Great Wetteni 

London A N<»thweatern 

Great Northern 

North Eaaten 

Chledoniaa 

North Britiah 

Great Central 

Great Eaatera 



90.000 
05.000 
100.000 
87,700 
40.000 
48.400 
86.400 
80.036 
42.876 



London A Soothweetmi 

Lancaahira A Yorkihire 

London. Brighton A 8. C. . . 
London, Chatham A Dover. 
Great Soothem A Weatecn. . 

Sooth-Eastern 

TWfVale 

Glaagow&S. W 



88.000 
87,600 
16,000 
16.000 
12,018 
16.000 
0.n4 
14.808 



These figures are taken, with two exceptions, frwn the semi- 
official statements in the British "Railway Year Book" for 1910, in 
which, it should be noted, wherever the amount is given in round 
numbers it is preceded by the words, "upwards of." For instance, 
the statement in regard to the London & North- Western reads : 

"Number of shareholders — Debenture, Preferred and Ordinary, 
upwards of 100,000." 

Comparison cannot be made with American figures because, as 
seen above, the British data covers all capital obligations, while 
American figures relate wholly to capital stock, whereas two-thirds 
of the invested capital is in funded debt. 
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yn 

PUBLIC SERTICE OF THE RAILWAYS 

82,837,700.000 paMeofon carried one mile at 1.060 cento per mile. 

250,440,118,000 U)oa of freicht carried one mile at IM miUa per mile. 

In the preceding pages has been shown what provision the rail- 
ways of the United States have made to carry the passenger and 
freight traffic of the republic. In round figures, at a cost of be- 
tween $16,000,000,000 and $20,000,000,000 they have provided and 
operated 245,000 miles of line and 110,000 miles more of auxiliary 
track and sidings; 60,000 locomotives, 50,000 passenger cars and 
2,200,000 freight cars; and stations and terminals in 50,000 places. 
In the maintenance and operation of this vast plant they have em- 
ployed nearly 1,700,000 persons to whom they paid over $1,225,- 
000,000 in compensation in 1911. 

The important question for the American people is not what 
pecuniary profit did the railways clear on this amazing investment, 
but did it enable the railways to render adequate and efficient 
service at reasonable rates to a nation of over 93,000,000 occupying 
a territory of over 3,000,000 square miles? Succeeding statements 
cover the salient features of this service, beginning with a com- 
parative summary of passenger and freight service for 1907, 1909, 
1910 and 1911. 

COMPABATIVE SUMIIART OF PaSSENGEB AND FbEIGHT SeBVICE FOB THB YEABS 

BNDiNO June 30, 1911, 1910, 1909 aitd 1907. 



Item (m=000 omitted) 



Milea Repreeented 

Paaaenter Service 

PaHengen carried (m) 

PaeeencetB carried 1 mile (m) 

Paaeeacen carried 1 mile per mile of line. 
Mileage of reyeaoe paiwiger tiaiaa (m). 
Averata number of paieenfen in train.. 

Average journey per paieimgwr. 

Pa«eoger car milea (m) 

Average paMeoger per car mile 



1011 
Bureau 
Figurea 



232.117 

0SP.921 

32337,700 

141.481 

6(8.705 

M 

84.21 

3.082.368 

10.83 



1010 # 
OflKoial 
Figures 



240.830 

071.083 

32.838.490 

138.100 

640.016 

60 

S3UK) 

2.908.170 

10.83 



1909 # 

Official 
Figurea 



236.402 

801.472 

29.109.322 

127.299 

600.011 

64 

32.86 

2,740.610 

10.00 



1907 
Officul 
Figurea 



227.464 

873.906 

27.718.564 

123.259 

609.328 

61 

31.72 



lEadttde retumn from awitohiag and terminal companifla, included in 1911 and 1907. 
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GOMPABATITE SUMHABT OF PaSSKNOEB AND FbEIOHT SeBVIOB FOB 

ENDING June 30, 1911, to 1907 — Continued. 



Item (111=000 omitted) 


1911 
Bureau 
Figuree 


1910 # 
Offidal 
Figuree 


1909 # 
Official 
Figuree 


1907 
Offiaal 
ilguree 


Fieicht Service 
ToMOtfried 
Namber ol toot reported (m) 


1,094,106 

250.440.118 

1.078,587 

617,676 

406 

147 

32,899 

1.209.330 

18.862,106 

24.6 


1349.900 

255,016,910 

1,071.086 

635.450 

380 

138 

35.807 

1,221.852 

18,981,573 

24.3 


1.556.559 

218.802.986 

953.986 

568.854 

862 

141 

36,236 

1.112.452 

17.169.413 

22.7 


1.796.336 


Ten* ORfH^d 1 mile (m). u w ......... . . 


236.601.390 


Tom carried 1 mile per mile of line 


1,052,119 


Mileace of reTcmie (r^ht tnuu (m) x 


629,996 


Averace namber of tone in trains 


357 


Typical haul of ayerage railway, milee 


131 


Mileage of revenue mixfKl traim. . . ,.,^^ 


32.111 


Total revenue train milease (m) 


1,171,922 


Total mileage of freight can (m) 


17,122,259 


Average freight car milee per day 


23.5 



j^Ezdudea retuma from twitching and terminal companiet included in 1911 and 1907. 

Many interesting and instructive reflections on the course of 
railway traffic during the past five years may be made on the facts 
presented in this table. The figures for 1909 record the continuance 
of the depression after the panic of 1907. The returns on passenger 
service demonstrate that passenger traffic is not affected nearly so 
much by general business suspense as the freight traffic. Indeed if 
it had not been for the cut in their revenues caused by 2-cent fare 
legislation, the railways would not have known from their passenger 
traffic that we were passing through a period of business stagna- 
tion. 

It was in their freight service that the railways felt the full 
force of the shock to business confidence that followed the panic 
of 1907. Here it will be seen the drop in tonnage from 1,796,336,000 
in 1907 to 1,560,559,000 in 1909 was followed by a recovery in 1910, 
only to again fall below the 1907 total in 1911. Although the 
Bureau's figures for 1911 cover more mileage than the official re- 
turns for 1907, it will be seen that there was less tonnage carried, 
while the increase in ton mileage was wholly due to the greater 
length of the haul. 

The Steady Growth of Passenger Traffic. 

In order that the reader may comprehend at a glance how the 
passenger service of the railways has tended to increase more 
rapidly than the revenue from it, the two are brought together in the 
following statement covering the last decade: 
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SUMliASY OF PaSSEKGER MILEAGE, REVENUE AND BBOEITrfl PEB PAS8ENGEB 

Mile, 1901 to 1911. 



Year 


Passmgen 
Carried 
One Mile 


Increase 

over 
Prpoeding 

Year 
(Percent) 


Passenger 
Revenue 

• 


Increase 

over 
Preceding 

Year 
(Pet Cent) 


Receipts 

per 

Passenger 

Mile 

(Cents) 


1001 Official 


17.353.588.444 
10.680.037.620 
20.015, 63.881 
21.023.213.536 
23.800.140.436 
25.167.240.831 
27,718.554,030 
20,062.836.044 
29,100.322,580 
32.338.406.320 
32.837.760,000 


13.4 
6.2 
4.8 
8.6 
5.7 

10.1 
4.0 
0.0 

11.1 
1.5 

80.1 


851,356.265 
802,063.248 
421,704,502 
444.326,001 
472.604.732 
510.032,583 
564,606.343 
566,245.657 
563,600,342 
628.002.473 
645.675.465 




2.015 


1002 • 

1003 ■ 

1004 • 

1006 - 

1006 • 

1007 ■ 

1008 ■ 

1000# ■ 

1010# ■ 

1011 Bureau Figures. 
Ten years' increase 

percent 


11.8 
7.3 
5.3 
6.4 
7.0 

10.7 

0.3 

D0.5 

11.6 
2.6 

83.7 


1.086 
2.006 
2.006 
1.063 
3.003 
2.014 
1.037 
1.028 
1.038 
1.066 

D2.5 



}f Does not include switching and terminal companies* 
D— Decrease. 

Here, it will be perceived, over the whole period the revenue 

has increased only 83.7% to 89.1% in passenger service rendered. 
The drop in revenue in 1908 and 1909 represents the effect of the 

2-cent fare legislation, whereas the recovery in 1910 and 1911 

shows the effect of the restraint put on this legislation by the courts 

or the neutralization of its effect by the withdrawal of special rates 

to excursionists, etc. 

Compounding every year, the passenger service required of the 
railways increases at the rate of 6.6% a year, and any regulation 
or legislation that tends to hobble them in making adequate pro- 
vision for such an increase is "undue restraint" of trade, which, 
unhappily, does not come under the inhibition of the Sherman Act. 
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Passenger Traffic 1911-1888. 
The next statement presents a comprehensive review of the pas- 
senger traffic service and revenue of the railways of the United 
States, from the time the Commission began compiling the data 
down to 1911 : 



Year 


PaMenffers 

Carried 

(MiUiona) 


Paasengers 

Carried 

One Mile 

(MUUons) 


Mileaee 
PasBenger 

Trains 
(Milliona) 


Averase 

Pasaencers 

in Train 


Average 

Journey 

Milee 


Passenger 
Revenue 
(MilUona) 


Average 
ReoeipU 

per 
Passenger 

Mile 
(Cents) 


1011 

1010* 

1000* 

1008* 

1007 

1006 

1006 

1004 

1003 

1003 

1001 

1000 

1800 

1808 

1807 

1806 

1805 

1804 

1803 

1802 

1801 

180O 

1880 

1888 


050 
071 
801 
800 
873 
707 
738 
715 
604 
640 
607 
576 
523 
501 
480 
511 
507 
540 
503 
660 
631 
402 
472 
412 


32.837 
32.338 
20.100 
20.082 
27,718 
25.167 
23.800 
21,023 
20.015 
10.680 
17.358 
16.088 
14.501 
13.870 
12.256 
13.040 
12.188 
14.280 
14.220 
13.362 
12.844 
11.847 
11.563 
10.101 


558 
540 
506 
505 

500 
470 
450 
440 
425 
405 
885 
363 
347 
334 
835 
332 
317 
826 
836 
317 
806 
285 
277 
252 


58 
56 
54 
50 
51 
40 
48 
46 
46 
45 
42 
41 
41 
30 
37 
30 
88 
44 
42 
42 
42 
41 
42 
40 


34 
34 
33 
33 
32 
81 
32 
31 
30 
80 
20 
28 
28 
27 
25 
26 
24 
26 
24 
24 
24 
24 
25 
24 


t645 
628 
563 
566 
564 
510 
472 
444 
421 
302 
351 
323 
201 
267 
251 
266 
252 
285 
801 
286 
281 
260 
254 
237 


1.066 
1.038 
1.028 
1.037 
2.014 
2.003 
1.062 
2.006 
2.006 
1.086 
2.013 
2.003 
1.078 
1.073 
2.022 
2.010 
2.040 
1.086 
2.108 
2.126 
2.142 
2.167 
2.100 
2.340 


IiicreMel888 
to 1010.... 


142% 


225% 


121% 


45% 


42% 


172% 




DeeretM... 


10.4% 



















*Ezclaaiv« of awitohing and terminal oompaniea in 1008 and 1000. 

Every line of this table testifies to the ever-increasing efficiency 
of American railways in tlie handling of passengers. The service 
increased 226% in 23 years, where the revenue increased only 
172% because there was a reduction of 19.4% in the receipts per 
passenger mile. This reduction in the face of the enormous ex- 
penditures to increase the speed, comfort, convenience and safety 
of railway travel is a tribute to the resources of American railway 
management without a parallel in the railway world. 

The diversity of the conditions under which through territorial 
and population differences railway service is performed in the United 
States is shown in the next statement: 
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SUMMABY OF PASSENOEB SEBVIOR ASSIGNMENTS BY QBOUPS FOB THE YEAR 

ENDING June 30, 1910. 

















Ayerage 






FaaKogera 


Mileace 








Reoeipto 




PMMiicert 


Carried 


Panenger 


Averafs 


ATerage 


Passenger 


Der 


Territory 


Carried 


One Mile 


Trains 


Passensers 


Journey 


Revenue 


Passenger 




(Milliom) 


(MUliooa) 


(Millions) 


In Train 


Miles 


(MUlioos) 


Mile 
(CentB) 


Qroupl.... 


153 


2.096 


38 


76 


20 


51 


1.718 


GrottpII... 


832 


7.362 


115 


63 


23 


125 


1.606 


Group m.. 


101 


4.042 


78 


51 


41 


75 


1.846 


Group IV... 


30 


1.084 


23 


42 


36 


23 


2.176 


Group v.... 


58 


2.138 


48 


41 


40 


40 


2.256 


Group VI... 


144 


6.800 


108 


53 


41 


111 


1.887 


Group Vn.. 


16 


1.558 


24 


60 


04 


32 


2.073 


GfoupVIII. 


54 


2,025 


54 


40 


54 


61 


2.070 


Group IX.. 


23 


1.232 


23 


48 


53 


20 


2.321 


Group X... 


66 


3,110 


43 


67 


48 


72 


2.202 


United 
















States.... 


801 


32.338 


540 


56 


34 


628 


1.038 



Mark the contrast in density of traffic conditions illustrated in 
territorial groups having 76 and 41 as the average of passengers 
to a train, and between an average passenger journey of 20 miles 
in one group and 94 miles in another. 

Wherever in the above table the average passengers to a train 
falls below 50, it would require evidence of special circumstances 
to prove that the passenger traffic is not carried at a loss to be made 
good by the freight. 

In the early years of the Commission, Professor Adams, then its 
statistician, adopted a formula by which he sought to ascertain 
the cost of passenger service, with the following results : 

1888 1880 1880 1801 1802 1803 
Average eost of canying a passenger one mile (esaU) 2.042 1.003 1.017 1.010 1.030 1.065 

No more satisfactory formula has been found, and it will be 
perceived that the average receipts today are approximately the 
same as the average cost of the passenger service two decades ago. 
In the meantime the service is incomparably better and is produced 
at a higher cost for labor, equipment and terminal facilities and con- 
veniences. 

Receipts from Mail and Express. 

Increased popular attention during 1911 has been directed to the 
mail and express service which on American railways are inci- 
dentals to the passenger service. In the matter of revenue for 
carrying the mails, the figures at a glance refute the claim of the 
Post Office Department that the rail charges are unreasonable, much 
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less extortionate. Viewed dispassionately, they prove that the Post 
Office authorities and Congress, having the power, have used it most 
arbitrarily to cut the last vestige of profit out of railway mail con- 
tracts. 

Ten years ago, after an exhaustive investigation lasting over two 
years, the Joint Commission of Congress, on January 1, 1901, re- 
ported "that the prices now paid to the railroad companies for the 
transportation of the mails are not excessive, and we recommend that 
no reduction thereof be made at this time." 

It is within the knowledge of everyone who has given the sub- 
ject the most casual attention that the post office business of the 
United States has grown over 100% during the past decade, and 
no part of this business has increased more rapidly than the service 
exacted of the railways. 

The revenue of the post office between 1901 and 1911 increased 
112% ; the number of railway mail clerks increased 84% ; their 
pay increased 108%. 

In the meantime the receipts of the railways from mail, in face 
of the fact that it was carried at greater speed, with more expensive 
equipment, increased less than 31%. 

In order that the reader may appreciate how the government 
has abused its power in reducing railway mail pay, the next state- 
ment presents a summary of the earnings of the railways from this 
source for the last decade down to June 30, 1911, in comparison 
with the earnings from express, which show a normal growth : 
Summary or Receipts from Mail and Express. 1001 to 1911. 





Mail 


Expreei 


Yew 


Reyeonee 


Peroeotage 


Bevennee 


Peroentage 
of E^anunss 


1901 

1903 


88.453.003 
39.903.348 
41.709.390 
44,499.733 
45.420.135 
47.371.453 
50.378.904 
48.517.503 
49.380,783 
48.913388 
50.093,353 
80.8 


2.43 
3.31 
3.19 
3.25 
2.18 
3.04 
1.94 
3.03 
3.04 
1.78 
1.80 


31.121.013 
34.253.459 
38.831.r04 
41375.030 
45.149,155 
51.010.930 
57.332.931 
58.002.091 
59.M7.032 
07.190.922 
09,950,0?3 
124.4 


1.90 
2.07 


1903 


1.98 


1904 


3.13 


1906 


3.17 


1900 


3.19 


1907 


3.31 


1908 

1909* 

1910» 

1911 BarBM FIshtm 


3.45 
3.47 
3.44 
3.55 


IncTMie Percent 





*EiolttdM ■witebiig and tenninal eompaniee 
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Mark the two significant facts, t. e., that railway mail revenues 
during the decade have not increased one-quarter as rapidly as 
their express revenues, and their percentages of gross earnings have 
been practically reversed. Also observe that the mail revenues for 
1911 were less than those for 1907, where other passenger service 
increased from 14% to 22%. 

As the increase in express receipts is more nearly coincident 
with the increase in passenger mileage (94.3%), which is the truest 
measure of the increase in passenger service, including mail and 
express, it is evident that the revenue from mail has suffered from 
a blight from which other branches of railway service have been 
immune. 

That blight has been the arbitrary rulings and exactions of the 
Post Office Department, which, while demanding more costly postal 
cars, conveniences and service, has reduced rates and regulated 
weighings so as to produce the above results. 

Put in concrete form: 

Had railway revenues from mail increased as rapidly during the 
last decade as their revenues from express, their earnings from this 
source alone last year would have been over $86,000,00, or $36,- 
000,000 more than they were. 

Had they increased as rapidly as the government postal revenues 
(112%), or as rapidly as passenger service, they would have been 
over $31,000,000 more than they were. 

Had they increased in proportion to the number of railway mail 
clerks, who handle what the railways are paid to transport in cars 
costing from $7,500 to $10,000 each, the railways would have re- 
ceived $20,000,000 more than they did ! 

Had they increased in proportion to the increase in the total 
miles mail was carried, plus the increase in weight and the increase 
in the cost of service in labor and equipment, the railways would 
have received at least $40,000,000 more revenue than they did! 

And yet this government was formed to "establish justice" and 
"promote the general welfare !" 

If the government paid the railways a living rate for carrying 
the mails, the American people would demand an inmiediate recti- 
fication of postal rates to meet a post office deficit of from $20,- 
000,000 to $40,000,000 annually. 

It is a theory that the government can do no wrong, but it is 
the misfortune of the railways that it can. 
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The relation of railway mail revenues to the force required to 
handle mail and to the postal revenues is clearly shown in the fol* 
lowing statement: 



Year 



1001 

1W2 

1903 

1004 

1006 

1006 

1007 

1008 

1000 

1010 

1011 

jAoraaae per cent 



Railwmy 

Mail 
Revennes 



88.453.603 
80.063.348 
41.700.306 
44.400.783 
46.426.136 
47.871.453 
50.878.064 
48^(17.568 
40.880.788 
48.018.888 
50.002.363 
30^ 



Number ol 

Railwmy 

Hul 

Clerks 



0.106 
0.627 
10.418 
11.621 
13.474 
18.508 
14,857 
15.205 
15366 
16.678 
16.702 
84.4 



Poftal 
ReTeonee 



111.631.198 
121,848.047 
184.224.4tt 
ltt.4S2.634 
152.826.585 
167.032.783 
188.585.006 
101.478.663 
303.562.883 
224028.657 
287.870.823 
113.2 



Express Companies. 

In its Twenty-fifth Annual Report the Interstate Commerce Com- 
mission publishes a statement of the income account of express 
companies as reported to it for the years ending June 30, 1910, 
and 1911, the salient features of which are as follows: 



Item 



Number of Companiee 

Railway Mikace Operated 

Exinreee Operatiooa: 

Qron Receipta from Operation 

Le« Ezprees Privilegea 

Operatinc Revemiee 

Operating Expenses 

Net Operating ReTeone 

Net ReTsnoe from Outside Operations. 

Total Net Revenue 

Taxes Aoorued 

Operating Income 

Other Income from Inveetments. etc 

QrosB Income. 

Total Dednotioos, Interest, etc 

Net corporate Income 

DiTidends Declared 



1011 



18 
3tt.721 

1152.555.521 
73.056.450 



|78.500.0n 
67.070.637 



111.538.434 
13.118 



111.541.553 

1.815.201 

10.226.851 

6.800.854 



16.585,706 
1.168.184 



115.867,673 
5.8tt.062 



1010 



18 

287368 

1146.116.815 
60.017.563 



176.106.753 
61.600.478 



114.508.280 
10.527 



614.518.807 

1.126.726 

18.302.081 

5.688.703 



10.035.873 
1,087.816 



617.088.567 
15,038.103 
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The railway share in this income account comes under the item 
"express privileges" and amounts to less than 60% (48.6%) of the 
gross receipts from operation. It does not tally exactly with the 
amount received by the railways of the United States in 1911 
($69,950,683) because the income account of the express com- 
panies includes two Canadian companies — the item for the Canadian 
Pacific alone would reduce the discrepancy to less than $2,000,000. 

Of the gross "operating revenues" it is estimated that at least 
$55,000,000, or 70%, was paid to employes in salaries, wages and 
commissions. This estimate is based on the fact that in 1909 
these employes received 74% of the operating revenues. The yearly 
compensation of express employes is approximately $500 to $550 per 
employe. 

The Freight Traffic. 

It was in the freight traffic, "the most important service per- 
formed by the railroad," according to Prof. E. R. Johnson, that 
1911 made the poorest showing for the railways. Although the 
reports to this Bureau cover 4,592 more miles of line than those 
for 1910, and 10,212 more miles of track, with all that that implies 
of increased investment and facilities, the returns show that there 
was a decrease in tonnage carried and in freight receipts. Owing 
to a slightly longer haul, there was an almost incalculably small 
increase in freight ton mileage. 

There was less than nine one-thousandths of a mill difference 
between the receipts per ton mile in 1911 and 1910, but that differ- 
ence, thanks to the Commission, being on the wrong side, spelled a 
loss of over $2,000,000 in revenue. Such is the effect of infinitesimal 
changes when dealing with units reckoned by hundreds of billions. 

The first statement under this title presents the ton mileage, rev- 
enue and receipts per ton mile during the past decade, with the 
changes in percentages by years : 
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lClUBAflS» BsvEiruK Ain> Beoeipts 
1901 TO 1011. 



pn Ton linjB* 



Tcv 


NamlMrorToM 
OumdOMMik 


Ibomm 
OT«r 

Y6V 

(PtarOeot) 


FMghi 

RtTWMM 


Ibomm 
OT«r 

Ycv 

(PwOeot) 


Baeeipte 
T(»-lCi]0 








(MiUi) 


UOl Offidftl.... 


147.On.lM.OIO 
U7JMJ7O.0M 




1.118.548.014 
1.307.338.845 




7.fiO 


19Q1 • .... 


S.9 


7J 


7.«7 


IfOt • .... 


171.331.278^03 


lOJ 


1.838.020426 


10.8 


7.0 


MM • .... 


174328.0M^n 


.7 


1.S79.002.S88 


8.0 


7.80 


IMS • .... 


lM.40S.lOf^lO 


S.9 


1.460.773318 


5J 


7.M 


IMS • .... 


315.877.561.341 


15.7 


1.640 J8S.655 


13.1 


7.48 


M07 • .... 


2iO,MlJM.108 


9.S 


1.82SJS1.9M 


11.2 


7.50 


IMS* • .... 


318.881.554.803 


D 7.7 


1.666.419.106 


D 9J 


7.84 


IMS* • .... 


218.803.W0.929 


.3 


1.6n.S14.678 


IJ 


7.88 


1910* • .... 


355.010.910.461 


ISJ 


1.926.558.0M 


14.8 


7.88 


1911 (B«n«M)... 


360.440.118.000 


D 1.8 


1.880.504.180 


D 1.8 


7.84 


Tm jmw' ift> 












9tmm 




70.4% 




68.9 





NOTE.— !■ 1910 the milM ol Vam npccMBtad wm 340.830. u 1911. 333.117. 
^EsoIiidM ficvM of nriti*hit Asd temuMtl 



This table testifies to the remarkable steadiness of American 
freight rates for the past ten years. In the face of advancing cost 
in everything entering into the performance of their public service, 
with the rate of wages increased from 25% to 45%, with materials 
and supplies correspondingly high, here is proof that the railways 
have added nothing to the cost of living under which the whole 
people groan. 

Freight Traffic Since 1883. 

The essential facts shown in the foregoing table are emphasized 
in the next statement, which presents a comprehensive review of 
the freight traffic since the Interstate Commerce G>mmission began 
compiling the statistics : 
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SuMtfABT OF Tons Gabbiso, Ton Mileage, Mileage op Fbbight Tbainb, 
AvEBAGE Tons in Tbains, Freight Revenites and Avebage Receipts peb 
Ton Mile, 1011 to 1888. 



Year 



1911 (a) 

1910(b).... 
1909(b).... 
1906(b).... 

1907 

1906 

1906 

1904 

1903 

1902 

1901 

1900 

1899 

1898. 

1897 

1896 

1805 

1894 

1893 

1892 

1891 

1890 

1889 

1888 



1,604 

1.849 

1,666 

1.632 

1,796 

1.631 

1.427 

1,309 

1,804 

1,200 

1,089 

1,081 

948 

863 

728 

765 

696 

638 

746 

706 

675 

636 

639 

480 



1888 to 1911 253% 



Tooa 

Carried 

(MiUiooB) 



Tone 

Carried 

One Mile 

(Millions) 



250.440 

255.016 

218.802 

218.381 

236.601 

215377 

186.463 

174,522 

178,221 

157,289 

147.0/7 

141.596 

123.667 

114.077 

95.139 

95.328 

85.227 

80.835 

93.588 

88.241 

81.073 

76.207 

68.727 

61.329 

308% 



Mileage 
Freight 
Trains 

(Millions) 



(0) 



617 
635 
568 

587 
629 
594 
546 
535 
526 
499 
491 
492 
507 
503 
464 
479 
449 
446 
508 
485 
446 
435 
883 
348 

77% 



Aversge 

Tens in 

Tiain 



406 
380 
863 
862 
857 
844 
322 
807 
810 
296 
281 
270 
243 
226 
304 
196 
180 
179 
183 
181 
181 
176 
179 
176 

130% 



Average 
Haul 

per Ton 
(Miles) 



148 
138 
143 
144 
133 
132 
130 
133 
133 
181 
135 
ISO 
131 
133 
130 
124 
132 
125 
135 
124 
120 
119 
127 
128 

15% 



Freight 
Reveoiao 
(MiUions) 



1.925 

l,6n 

1.656 

1.823 

1.640 

1.450 

1,379 

1.338 

1,207 

1,118 

1,049 

913 

876 

772 

786 

729 

699 

829 

799 

736 

714 

644 

613 

208% 



Receipts 

per 

ToD-Mile 

(Cents) 



.754 
.753 
.763 
.754 
.759 
.748 
.766 
.780 
.763 
.757 
.750 
.729 
.724 
.753 
.798 
.806 
339 
360 
378 



.805 

.941 

.922 

1.001 

D24.6% 



(a) Bureau figures, 232,117 miks represented. 

(b) Eidudes figures of switching and terminal companies. 

(c) Includes 75% of mixed train mileage, that being the practice prior to 1900. 
D 



It would seem impossible to frame a more comprehensive and 
convincing vindication of American railway methods than is pre- 
sented in this table. Here is shown an increase of 308% in freight 
service rendered to the American people during the past 23 years, 
with an increase of only 77% in the movement of freight trains. 
This seeming miracle of transportation efficiency has been accom- 
plished chiefly through an increase of 130% in train loads, accom- 
panied by an increase of 15% in the length of haul. 

Incidentally the table demonstrates the inaccuracy of train mile- 
age as a statistical unit. In 1888 it meant the movement of trains 
averaging only 196 tons; in 1911, of trains averaging 406 tons. 

But it is in the last column that the student will find the most 
complete justification of American methods of handling freight. 
The decrease of 24.6% in the average receipts per ton mile between 
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1888 and 1911 meant a remittance to American shippers of no less 
than $618,586,800 on their freight bills last year! 

Moreover the average of 1.001 cent in 1888 was the result of 
rates lower than the freight rates then or since prevailing in any 
European country. The reader may compare it with the following 
average receipts, published by the Interstate Commerce Commission 
in 1894, and the latest reported for the countries named: 





R*tM per Ton Mile Cente 


> 


Ratea per Ton HOe Ceiita 




190»-10 


1894 


1906-10 


1894 


UnitMi Kiacdom 


2.9S 
1J6 
1.41 
96 
1.96 


2J0 
2.90 
1.64 
2.40 
2J0 
2.60 


Sweden 


1.60 

I.n 

2.00 
1.36 
1.17 
2.86 


8J0 


FnuHW... ....... X .... 


Norway 


2.40 


Qermany , . . , 


DMunark 


2.88 


RvHift. . , , .,, , 


Holhuid 


1.66 


Auttoi* 


Belciain 


1.60 


Italy 


Switeeriand 


SJO 



No recent ton mile statistics for Italy are available. If the 
average freight haul were the same as that of France (80 miles), 
the average receipts per ton mile in 1909 would have been 1.97 
cents. As the average haul was probably under 70 miles, the average 
receipts per ton mile were more likely in the neighborhood of 2.26 
cents. 

The British rate given in this table is the average of the North 
Eastern Railway, the only English road that has adopted the ton 
mile unit. In 1911 it carried 31,653,944 tons an average of 23.13 
miles, making a total of 732,297,939 ton miles. Its freight revenues 
were $17,106,892, yielding the average of 2.33 cents. Moreover, 
74% of the North Eastern's freight was minerals, against 56.23% 
for products of mines in the United States in 1910. 

The average ton mile receipts in Germany for the last fifteen 
years were as follows: 
Recbifts per Ton and Ton Mile on German Rah^ways since 1886. 



1909 
1908 
1907 
1906 
1906 
1904 
1903 
1902 



Per Ton 


Per Ton 

Uile 


11.39 


.0141 


1.40 


.0141 


1.39 


.0140 


1.40 


.0141 


1.40 


.0142 


1.48 


.0142 


1.42 


.0142 


1.43 


.0148 



1901 
1900 
1899 
1898 
1896 
1891 
1886 




Per Ton 
Mile 



.0148 
.0143 
.0148 
.0146 
.0151 
.0149 
.0166 
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This table testifies to the remarkable stability of freight con- 
ditions in Germany during the last decade. Throughout that period 
the average haul has scarcely varied from slightly under 100 kilo- 
meters. Where figures are not given since 1886, official data is not 
at hand. 

The next summary presents the American freight traffic assign- 
ments as distributed by territorial groups by the Commission for 
1910: 

SUMMABT OF FBEIOHT SERVICE ASSIGNMENTS BY TeRBTTOBIAL GbOUPS FOB 

TUB Ybab Ending June 30. 1010. 





Tone 

Carried 

(Millions) 


Tons 

Carried 

OneMUe 

(MiUionB) 


Freight 

Traint 

(MiUiona) 


Average 

Tons in 

Train 


Average 

Haul 
per Ton 
(Miles) 


Freight 
Revenue 
(Millions) 


Receipts 

per 

Ton Mile 

(Cents) 


QroopL.... 


7ft 


6,996 


26 


268 


98 


80 


1.115 


QroopII... 


617 


66.899 


128 


602 


127 


423 


.641 


Qronpm.. 


447 


52.129 


111 


467 


116 


807 


.588 


QroopIV... 


70 


14.476 


32 


428 


192 


96 


.656 


Group v.... 


129 


19.364 


66 


278 


150 


166 


.802 


GroapVn.. 


932 


46.608 


122 


859 


140 


858 


.761 


QroopVn.. 


3Q 


10.624 


27 


875 


271 


101 


.945 


QroapVin. 


103 


18.667 


66 


263 


183 


179 


.971 


Group IX.. 


58 


7.667 


29 


289 


181 


79 


1.066 


Group X... 


74 


12.801 


81 


860 


174 


164 


1.196 


United 
















Sutee.... 


1,849 


266.016 


636 


880 


188 


1,926 


.763 



Note the variation between what a train mile stands for in 
groups II and IX, and then compare the train load in the latter 
group, 239 tons, with the average train load on the North Eastern 
Railway, the most e(X)nomically operated of English roads, 128 tons 
in 1911, to which it has risen from 84 tons in 1902, and you begin 
to get an idea of how far American methods of handling freight 
lead European and all others. 

Proportions of Commodities Moved. 

The next statement classifies the tonnage moved, according to 
commodities, for the years 1911 and 1910: 
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SUMMABT OF TONNAGB AND PbOPORTION OF DiFFEBENT CLASSES OF GOX- 

MOomES Moved, 1911 and 1010. 



CIsM ol Commodity 



Prodoets ol Acricaltura. 

* * Animab.. . 

• • Mines 

■ ■ FontU 

MaaafMtans 

HerohaadiM. 



Totel. 



1011 



1010 



Tonaago 
Reported aa 


Per Cent 


Tonaage 
Reported as 


Percent 


Orifinatinc 
Ob Line 


ol 

Accregate 


Originating 
On Line 


ol 

Aggregate 


87.507.156 


0.20 


78.786.587 


8.U 


23.346.888 


2.47 


20.204.144 


8.10 


518.634.064 


56.03 


544.604.373 


56.28 


101.541.006 


lo.n 


113.010325 


11.67 


136.405300 


14.48 


180.678301 


14.42 


80,017.110 


4.14 


86.718.413 


8.60 


85.066.756 


3.82 


86.421376 


8.76 


042.588.774 


100.00 


068.464.000 


100.00 



It will be observed that there was a slight decline in the percent- 
age of products of the mines and forests, and a corresponding in- 
crease in the percentages of the other commodities. The eflFect of 
these changes would naturally result in a higher rate per ton 
mile. That the change is scarcely perceptible is due to constant 
reduction of specific rates by orders of the Commission. With 
population increasing in density, the income from high class com- 
modities should increase. But the Commission, in the name of 
regulation, sees that it doesn't 

SuMMABT Showing Pebcektaoe of Fbeight Tbaffio Movement bt Classes 

OF GoMMODirncs. 1901 to 1911. 





Year 


Low Rate Freight 
Percentage o( Aggregate 


High Rate Freight 
Peroentage of Aggregate 




Prod- 
ucts of 

Agri- 
eultore 


Ani- 
mala 


Mines 


Forest 


Total 


Maan- 
(actnres 


Meru 

chan- 
diae 


Misoel- 
laneooa 


TotaJ 


1001 Offici*! 


10.76 
0.28 
0.56 
0.50 
0.08 
8.56 
8.62 
8.74 
8.02 
8.13 
0.20 


2.01 

;2.64 

2.63 

[2.74 
2.54 
8.82 
2.20 

5 2.46 
2.40 
2.10 
2.47 


61.67 
52.36 
51.56 
51.56 
53.50 
63.00 
68.80 
55.72 
55.60 
56.23 
55.03 


11.67 
11.64 
11.67 
12.53 
11.24 
11.24 
11.88 
11.85 
11.75 
11.67 

lo.n 


77.01 
75.87 
75.42 
76.42 
76.40 
75.21 
75.68 
78.27 
78.76 
78.18 
TIM 


18 75 
1440 
14.80 
18.41 
18.60 
14.81 
15.41 
18.15 
13.15 
14.42 
14.48 


^4.16 
4.37 
4.60 
4J3 
4.32 
4.06 
8.80 
giM 
4.11 
8.60 
4.14 


6.06 
6.27 
5.50 
5.84 
568 
5.02 
6.02 
4J4 
8.08 
8.70 
3.82 


22.99 


1002 




24.13 


1008 




24.58 


1904 




23.68 


1905 


•* 


23.60 


1006 


'^ 


24.79 


1007 


tfU' • 


24.83 


1008 




21.78 


1000 




21.34 


1010 




21.87 


1011 (BnreAn) 


22.44 




' 





Ton Mileage Data on Selected Commodities. 
The next statement presents data specially reported to the Com- 
mission covering ton mile statistics and revenues for eight selected 
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commodities for the year 1910. It covers less than Sd^fc of the 
mileage of the railways of the United States : 

SUMMABY OF SELECTED COMMODITIES FOR THE YeAB ENDINO JUNE 30, 1910 — 

130,395 Miles Repbesented. 



Commodity 



Oxmin 

Hay 

Cotton 

liye Stock 

Dressed Meats... 
AnthraoiteCoal. 
Bituminous Coal. 
Lumber 



Freight 

Carried in 

Carload 

Lots 



81.947.009 
5.856.186 
8.400.316 

10.764.106 
2.407.454 

28.202.577 
192.479.389 

68,482.732 



Ton-Mileage 
of Freight 
Carried in 

Carload Lots 



7.067.600.568 

964.623.830 

689.594.719 

2.449.310.036 

724.239.606 

5.104.428347 

22.228,778.428 

11.891.569.514 





lOU 


Revenue 

from Freight 

Carried in 


Average 
Reoeipta 
per Ton 
per Mile 
from Same 


Carload Lots 




Cents 


$44,553,330 


0.630 


9.731.590 


1.019 


12.573.674 


1.823 


29.802.514 


1.217 


6.548.955 


.904 


80.063.630 


.589 


110.139.107 


.495 


87.225.470 


.734 



1910 

Average 

Receipts 

per Too 

per Mile 

from Same 

Cents 

0.611 

1.025 

1.781 

1.166 

.906 

.608 

.512 

.770 



This is the summary by which ex-Statistician Adams expected to 
remedy the failure of the Commission's statistics to reflect the 
changes in average receipts caused by the relative quantities of the 
different classes of commodities offered for transportation. It has 
been continued by his successor with verbatim letter press com- 
ment, including Professor Adams' remark that "European railway 
statistics, especially those of Germany, are much more satisfactory 
in this regard." 

As a matter of fact, neither European railway statistics in gen- 
eral nor German statistics in particular begin to reflect the changes 
in receipts as affected by the relative quantities of different classes 
transported as satisfactorily as do the Commission's own reports. 
The German statistics divide the freight traflic into express, fast 
freight, general freight, post, military supplies, cattle, dead bodies, 
and miscellaneous, and gives the tonnage, ton mileage, average haul 
and revenue from each class under general and special tariffs and in 
5 and 10 ton lots. But only shippers and railway officials have 
the key to what commodities are included in the special tariffs and 
classifications, and it would be an interminable and unprofitable job 
to attempt to trace the effect of changes in the relative quantities 
of commodities upon the average ton kilometer receipts. How 
little these have been affected by the changes of the past ten years 
aiay be judged by the table of German ton mile receipts given 
on a preceding page. 
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No table in the exhaustive jungle of German railway statistics 
begins to afford as concise and satisfactory a reflection of the 
changes in the relative quantities of commodities carried as the 
table on page 83 of this report, compiled from the reports of the 
Commission for the past ten years. 

Rates in New South Wales. 

In New South Wales, where the government operates the 3,760 
miles of railway in the colony, and does what it pleases about rates, 
the Commission requires special reports on selected commodities 
covering 17 classes. From these it is possible to select seven which 
correspond more or less with those given by our Commission. They 
are presented in the next statement: 

Statement of Avebagb Haul and Ton Mile Receipts on the Govern icent 
Railways of New South Wales fob yeabs ending June 80, 1910, and 
1011. 





1910 


1911 


CoBunodity 


Averace 
Haul 
MUea 


Reoeipta 

per Toa Mile 

(Cents) 


Averaffe 
Haul 
Milea 


Reoei|yta 

per Too Mile 

(Ceote) 


Onlw!d8h«l« 


29.41 
20.68 
247.06 
208.62 
299J07 
268.79 

91.68 


1.06 
1.58 
.72 
.76 
8.90 
2.38 

8.20 


29.01 
26.64 
262.68 
208.81 
296.68 
266.99 

91J8 


.94 


Fiiewood 


1.60 


OraJD iwd Floor 


.70 


Hay, 8traw and Chaff 


.76 


Wool 


8J8 


Live Stoek 


2.84 


G«aefml Merohaiidiae (induding all other 
node) 


8.04 






Total : 


84.09 


2.00 


80.65 


1.82 



These returns are accompanied by the official note that "The 
above earnings are exclusive of terminal charges." On all freight 
the revenue amounted to one-sixth more than was accounted for 
in the tonnage totals, which would bring the ton mile receipts in- 
cluding terminal charges up to 2.12 cents. 
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EABNINGS AND EXPENSES 

Following the practice of the Commission before the innova- 
tion in accounting methods, which since 1907 have impaired any- 
thing like direct or close comparison with preceding statistics, the 
Bureau, in natural sequence to the Public Service of the railways 
presents a brief review of their receipts and the disposition of their 
earnings. 

In doing this it has been tliought advisable to exclude as far 
as possible all complications arising from the intercorporate rela- 
tions of the various companies that go to make up "the railways 
of the United States." To this end it is deemed essential to confine 
the attention of the reader absolutely to the revenues which are de- 
rived from the service of transportation. These revenues are the 
result of such fares and rates as under the regulatory statutes, fed- 
eral and state, the railways are permitted to charge, except such 
amounts as they receive through contracts with the express com- 
panies and the unremunerative pay they are forced to accept from 
the Government for carrying the mails. 

These revenues, or earnings, as they were formerly more cor- 
rectly termed, are received from the carrier companies from the 
only thing the Interstate Commerce Conmiission is empowered to 
regulate — ^transportation. 

As for the expenses, it follows that they should take account 
exclusively of payments necessary to provide the service that pro- 
duces revenue. Broadly speaking, these come under three heads, 
expenses of maintenance and opA-ation. taxes and capital charges, 
which include rentals of leased roads operated. With this ex- 
planation, the first summary under this title presents the income 
account of the railway of the United States for the years 1911 
and 1910: 
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Comparative Income Account of the Railways in the United States, 
considebed as a system, fob the yeab8 ending june 30, 1911 and 1910- 





Amotmt 


Item 


1911 
Bureau's Figures 


1910 
Official Figures (a) 


Miles Represented 


232,117 

1 646.676.465 

1.889.504.180 

60,092.252 

69.950,683 

91.105.914 

$2,746,560,611 
1,885.403.196 
106.394.331 

1,991.797,527 

754.763,084 

4,801,461 
759,664.545 

860.686.331 

15.070,222 

121,506,278 

48.592.009 

6.773.046 

31,912,936 

683,540.877 

$176,023,678 


340,830 


Operating Revenue: 
From Passengers 


1 628.992.473 


From Freisht 


1.926.553,036 


From Mail 


48.913.888 


From Kxprose 


67.190,920 


Other Revenue from Operation. . 

Total Revenues from Operation. . 

Operating Elzpenaes. 


79,776,288 

$2,750,667,435 
1.822.630.433 


Taxes (b) 


103.795.701 


Total 

Net Revenues from Opera- 
tion 

Net Revenue from Outside 

Operations 

Total Operating Income 

Disposition: 

Interest on Funded Debt 

Interest on Current Liabilities. . . 
R^mt Paid for Lease of Road (b) . . 
Additions and Betterments 
Charged to Income 


1,926,420,134 

824.241,301 

S.226,455 
826.466.766 

849,092.709 

13.207.243 

126.615.940 

65.061.675 


To Other Reserves 


2.640.893 


Other Deductions. 


24.429.764 


Total Deductions 


570,048,2U 


Income Available for Dividends 
and Surplus 


$256,418,542 



(a) Does not include returns for switching and terminal companies. 

(b)Includes, both for 1911 and 1910, the sum of $5,761,108 paid by leased roads out of rentals (Vide 
Com. Report 1910, page 77), a like amount being deducted from the item of "Rent paid for lease of 
road" both years. 

The services of a chartered accountant or professional statis- 
tician are not needed to demonstrate from the above figures for 
1910 that the statement that $405,771,416 was paid in dividends, 
upon which the refusal to permit rate advances was predicated by 
the Commission, was a cruel and'costly misconception of the facts. 
In a footnote to the table in the Commission's report from which 
the figures for 1910 are taken, we are told that the final balance 
in addition to the sums for "additions and betterments charged to 
income," included above, comprise "$5,000,000 (estimated) advances 
to cover deficits in operation of weak lines," "$42,108,820 miscel- 
laneous deductions" and "surplus $117,030,974." 

As a matter of fact, it took over $18,000,000 to make up the 
deficits of weak companies in 1910. Adding this to the 
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miscellaneous deductions reported, and ignoring the surplus, 
would show over $60,000,000 to be deducted from the final sum of 
$256,418,542, leaving $196,000,000, in round numbers, available 
for dividends and surplus. How much of this actually went to 
dividends and how much was carried to surplus, no one inside or 
outside of the Commission's "Bureau of Statistics" has the informa- 
tion or wisdom to say. 

The figures for 1911 in the above statement, which are cor- 
roborated by the Commission's summary for the year compiled 
from the monthly returns of revenues and expenses of the railways, 
shows a decrease from 1910 of over $80,000,000 in the income 
available for dividends and surplus. 

Analysis shows that this decrease was largely due to the increase 
in operating expenses and in interest on funded debt. While minor 
items vary one way or the other, these two items alone accounted 
for a reduction of over $74,000,000 in the sum available for divi- 
dends. 

The increase of over $11,000,000 in the amount paid in interest 
on funded debt indicates how the railways have been forced to bor- 
rowing to make good certain expenditures inseparably involved 
with maintenance and improvement which formerly were more 
freely charged to current income or even included in operating ex- 
penses. 

Adding interest on funded debt $360,686,381 ; rent paid for lease 
of road $121,506,278; and the whole sum available for dividends 
and surplus, $176,023,678, together, and you have a total of $657,- 
216,337, which represents the maximum sum which capital can 
claim out of the total revenues derived from transportation oper- 
ations in the year 1911. No manipulation of the returns, no trans- 
ferring of interest and dividends from one pocket and account to 
the other, can alter the immutable fact that you cannot divide any 
amount received from transportation into parts whose sum is 
greater than the amount so received. If railway labor, fuel, sup- 
plies, taxes and the incidentals of operation absorb 76% of railway 
revenues, no statistical legerdemain can find more than 24% left of 
such revenues for capital. 

If the above sum of $657,216,337, without any deduction for 
working surplus, had been devoted to paying interest and dividends, 
it would have amounted to less than 4.65% on the net capitalization 
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of the property represented, less than 3.48% on their gross capi- 
talization and less than 3.24% on the $20,000,000,000 which Senator 
Cummins two years ago estimated as the probable result of their 
physical valuation. 

Income from Other Sources. 

Whence comes the glittering bubble of unearned dividends that 
has misled the Ccmimission, dazzled and bamboozled the public and 
proved the undoing of the railways? 

Like pretty much every other feature of the accounts of Ameri- 
can railways that has been seized on to magnify and exploit their 
financial iniquities, it has its source in the intercorporate relations 
of the companies. Innocent and helpful as these have been ia 
operative results, they are responsible for misrepresentations as to 
capital and gross exaggeration of dividends that have had a most 
pernicious effect on a sane consideration of the railway problem. 

'In the capital account they are represented by a duplication of 
stocks and bonds to the extent of over $4,000,000,000. In the in- 
come account of the railways for 1910, they are included in the item, 
"Other income" $252,219,946, of which the greater part was de- 
rived from the following sources: 



Dividends Dedftred on Stock* OwbmI or CootioUed 

Intereti Aocraed on Funded Debt Owned or ContioUnd.. 
Intereet on Other Securitiee, Lonoe nnd Aoeoontt 



Total. 



I13Q.I66.M8 
SU30.IM 
».S07.178 



WlATtJitt 



This shows the source of almost exactly half of the dividends 
so ostentatiously flashed before the popular mind as justification 
for refusing a necessary advance in rates in February, 1911. 

In the returns to this Bureau for 1911, the item for "Other in- 
come" from other sources than transportation amounted to $261,- 
632,733, and it was this nontransportation revenue that enabled the 
378 roads reporting to pay the following dividends: 



Dividends on Common Stock. . 
Dfyidende on Preferred Stock. . 



Total Dividend*.. 



|312,S58J3S 



I268.l34.«0e 



Without this item of "Income from other sources," the railwasrs 
had not enough net corporate income available to meet this dividend 
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by $80,000,000. With it, the entire sum of $176,023,678 *'avaflablc 
for dividends and surplus" in 1911 might have been distributed 
among: 



AdvaaoM to Cov«r Deficits in OpeiBtioo of Weak liiwi.. 
Credit of PiofttftodLosi 



ToteL. 



$12,588^4 

184.193.987 



I1M.732311 



Which would leave less than $10,000,000 of the $2,746,660,611 
gross revenues derived from transportation to be distributed in divi- 
dends direct from the operating companies. 

Distribution of Rents. 

What becomes of the item of rent for leased lines which figures 
in the above tables may be best answered by reproducing the fol- 
lowing statement from page 77 of the Commission's statistical r^ 
port for 1910 : 



CoKDKNSSD Income Account Ain> Pbofit and Loss Account of Leased 

Roads fob the tsab ending June 80, 1910. 

INCOME ACXX)UNT 



urooi InooHie from 



of Road.. 



BAltfiae aod Maintemaoe of Ocpointioa. 



NetuooiBe noBi 
OtlMT Incwumw 



ofnoad. 



Gns Corporate Iioome 

Dedootioae from Grom Corporate Income (ft). 



Net 



Di^porftioB of Net Corporate laeomee 

DiTidende Deebred from CnrrtBt Income 

Approprintiooe far Adcfitioni nnd Bcttermeola end far New 

Lines or Ezteoikwe 

Appioprintloao for Other Beset vee 



Total. 



Bnlaaoe to Credit of Profit and Lose. 



|180.4M.»9 



5,781.106 



36.78MS0 

S,7D0.1I0 
92.029 



91M.402.889 
4^58,231 



128,661.130 
61.664.718 



06^906.402 



88.680.740 



28.015.668 
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PROFIT AND LOSS ACXX)UNT 



Credit Bftloooe oo June 30, 1909 (b) 

Credit Balanoe for Year 1910 from Income Aoooimt. 



Total 

Diyideodi Declared out of Surplus. 



Difference 

Other Profit and Loes Items— Debit Balanoe , 

Balanoe Credit June 30, 1910, Carried to Balance Sheet. 



06.787.964 
28,015,653 



94.783.017 
18.674.561 



76.100,056 

4.280.735 

71,828,321 



(a) A separate table shows that 649,640,657 of thjs amount was interest on funded debt and 
$3313,099 was other interest. 

(b) This balanoe in the report for 1909 was given as 134,557,981. 

From this it appears that over $107,415,000 of the $124,402,889 
net income of the leased or nonoperating roads in 1910 were dis- 
tributed as interest or dividends. The item "dividends declared out 
of surplus" is included in the sum distributed because it is an an- 
nual declaration. 

With slight variations the items of this statement may be ap- 
plied proportionately to a distribution of the $127,267,386 paid by 
the operating roads reporting to this Bureau as rental for the 41,188 
miles of line leased by them. On the estimate $2,545,347,520 as the 
capital value of these leased lines, the sum of $107,415,000 dis- 
tributed in 1910 for interest and dividends would be equal to slightly 
over 4.2%. 

Distribution of Gross Earnings. 

The next statement accounts for the distribution of the gross 
earnings ($2,746,560,611) of the railways reporting to this Bureau 
in 1911 more in detail than appears in the income account, together 
with a comparison with a similar division for 1910 and 1907 : 
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Summary Showing the Distribution of Gross Earnings of 232.117 Miles 
of operated line, compared with the percentages for 1910 and 1007. 



Item 



Operatiiuc Expenses: 
Maintenanoe of Way and Structures. 

Maintenance of Equipment 

Traffic Expenses 

Transportation Expenses 

General Expenses 



Total. 



Disposition of Same: 

Pay of Employes 

Fuel for Locomotives 

Oil and Water for Locomotives 

Loss and Damage 

Material for Way and Structures 

Supplies and Expenses 

Stationery and Printing 

Law Expenses 

AdvertLsing 

Insurance 

Miscellaneous, including Hire and Rent 
of Equipment, Etc 



Total Expenses. 



Taxes (a) 

Rentals of Leased Roods (b) 

Interest on Funded Debt and Cumrat 

Liabilities 

Dividends 

Deficit of Weak Companies 

Betterments and Reserves 

Other Deductions 



Total (gross earnings). 



Gross Earnings 

1911 12,746,560.611 

1910 2,760,667.435 

1907 2,689.105,578 



Amount 


Per Cent of Gross Earnings 








1911 


1911 


1910 


1907 


$358,350,309 


13.05 


13.40 


13.27 


. 423.250.273 


15.41 


15.02 


14.22 


58.476.156 


2.13 
35.54 


2.04 
33.34 




976.057.219 


37.50 


69.269.239 


2.52 


2.49 


2.54 


$1385,403.196 


68.65 


66.29 


67.53 


1,201.259.607 


43.73 


41.58 


41.42 


226.904.756 


8.26 


7.92 


7.74 


20.598.750 


.75 


.68 


.88 


59.968.493 


2.19 


1.99 


1.83 






3.66 

1.65 

.69 




376.681,590 


13.72 


.40 
.30 
.27 

7.15 


15.66 


$1,885,403,196 


68.65 


66.29 


67.53 


106.394.331 


3.87 


3.77 


3.10 


121,506,278 


4.42 


4.56 


4.69 


375.756.603 


13.67 


13.17 


13.14 


138.683.343 


5.05 


7.91 


8.78 


32.538.874 


1.18 


.67 


.19 


54,365.055 


2.00 


2.10 


1.50 


31,912,931 


1.16 


1.53 


1.07 


$2,746,560,611 


100.00 


100.00 


100.00 



fa) Includes taxes paid by leased roads, 
(b) Less taxes paid leased roads. 

It is to be regretted that in the multiplication of the detail classi- 
fications of expenditures required of the railways, there has been 
an unavoidable tendency to obscure, if not omit altogether, essential 
facts. Throughout the entire 115 items into which the account of 
operating expenses is divided, there is no clear line or rule by which 
it is possible to determine how much is expended for labor, material, 
equipment, supplies and other expenses. 
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In the maintenance of way and structures division, we know 
that labor constitutes about 70% of the cost but are not told the 
cost of materials for ''bridges, trestles and culverts'' and are left 
to conjecture that it is included under ''other track material." 

In the maintenance of equipment account, where the three items 
of repairs to locomotives, passenger cars and freight cars in 1910 
absorbed over $317,000,000, there is no clue as to how much of 
this was for new material or parts and how much was for labor. 
We do know, however, that over 609^ of the maintenance cost of 
this department went to labor, about 2.25% went for "shop ma* 
chinery and tools," and 12% to the illusive item "depreciation" 
under seven subdivisions. 

In the "transportation expenses" account, over 60% goes to 
labor, 27% to fuel, water and lubricants for the locomotives, and 
nearly half of the remainder to "loss and damage" and personal 
injury claims. 

The new British Railway Companies Accounting Act, 1911, pro- 
vides for a very general separation of the items for wages and 
materials from the purchase cost of new rolling stock and other 
expenses. 
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IX 
TAXES 

The 378 railway companies reporting to this Bureau, and own- 
ing 190,929 miles of the 232,117 they operated, paid $100,633,223 in 
taxes in the year 1911. To get an approximate estimate of the tax 
bill of all the railways, it is necessary to add a sum equivalent to the 
taxes paid by the owners of leased roads, which for 1910 was re- 
ported as $5,761,108. A further sum of $2,200,000, or less than 
$200 per mile, should be added for the unreported 11,112 miles 
of line, included in the grand total. This makes an aggregate of 
$108,694,331. This is $514,159 less than the total reported by the 
Commission from the monthly returns, exclusive of "taxes charged 
to income account by lessor and other nonoperating companies." 
However, it will be used in the following statement of taxes paid 
by the railways of the United States during the past twenty-three 
years : 

SUMMABT OF TAXES PAID B7 THE RAILWATS OF THE UNITED STATES 6IN0B 

1889, ANNUALLY AND BELATIVELY. 



Year 



1911 (Bozeao Fignret) .... 
1910 1 (Official Figures).. 

1909# 

1908# 

1907 

1906 

1905 

190i 

1908 

1903 

1901 

1900 

1899 

1896 

1897 

1890 

1896 

1894 

1893 

1893 

1891 

1890 

1889 

Accreiate Tana 33 Yean 
Percentage of Increase. . . 



Taxes Paid 



1108.594.331 
103.796.701 
90.529.014 
84.556.146 
80.813.375 
74.785.615 
63.474.679 
61.696.354 
57349.569 
54.465,487 
50.944.873 
48.333.273 
40.337.632 
43328.324 
43.137.844 
39.970.791 
89.882.433 
38.125374 
86.514.689 
34.053.496 
33.280,096 
31.807.469 
87390.394 
11.293313.206 
294% 



Per Mile 



1440 
431 
884 
367 
853 
386 
292 
290 
281 
373 
360 
250 
247 
237 
835 
319 
234 
311 
815 
309 
306 
109 
179 



149% 



Percentage 
of 

Earnings 



837 
3.77 
3.74 
333 
3.10 
331 
3.04 
8.13 
3.04 
8.15 
8.30 
334 
8.53 
331 
3.84 
3.48 
3.70 
8.56 
8.99 
3.90 
8.04 
8.90 
836 



35% 
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Here is a case where percentages tell a story of anti-railway dis- 
crimination without parallel in the United States, The huge ag- 
gregate of $1,293,213,206 paid in taxes in twenty-three years has 
little meaning except in the light of the facts revealed by the per- 
centages. Neither does the percentage of increase in the taxes paid 
annually have any special significance in a country where we are 
accustomed to see values increase by leaps and bounds. But the 
increase of 149 9& in taxes paid per mile of line simply proves 
that the railway have no voice in the choice of assessors. 

In 1889 the net capitalization of the railways was $50,000 per 
mile in round numbers, against $60,000 in 1911, showing an in- 
crease of only 20% in capital value, against an increase of 149% in 
taxes per mile. 

The increase in the percentage of taxes to gross earnings is 
equally significant. Where the tax collector in 1889 was satisfied 
with less than 3% of the gross receipts, he now takes nearly 4%. 
Moreover, 3% on gross receipts of any business where labor has a 
prior lien of over 40% is not a "square deal" as taxation goes in 
the United States. 

If ever there was a case of taxation without representation, the 
situation of the railways of the United States aflfords a striking 
example. They pay one-eighth of the total taxes levied in the 
Republic, and a colored colporter on the Mississippi bottoms is 
treated with more consideration when it comes to levying taxes. 
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DAMAGES AND OJUBIES TO PERSONS 



The tide of payments by the railways on account of injuries to 
persons and loss and damage of property took a decided upward 
turn during the year 1911, reaching the highest point absolutely 
and relatively to traffic it has yet touched. The accounts as re- 
ported to the Bureau for 1910 and 1911 were a^ follows: 

SUMMABY OF PAYMENTS ON ACCOUNT OF INJURIES TO PEBSONS AND LOSS 

AND Damage dubinq the Yeabs 1910 and 1911. 



AoOOQDt 



Injuries to PeraoM 

MaiBtenaaoe of Way 

MainteiMnoe of Eqaipment, 
Tnuwportatioa 

Total 

Lon and Damage: 

To Fraight 

To Baggage 

To Property 

To Live Stock, etc 

Total* Lon and Damage 

Grand Total 





Amount 
1911 


Per cent of 


1910 


1910 


1911 


1 1,887,261 

1,87S.024 

20.020,940 


11,941.798 
1.806,571 
22,231.383 


.86 
1.13 




123,284.145 

21,852,391 

370.323 

4,808.993 

8,875,968 


125,979.747 

24.455.611 

304.834 

5.061.527 

4.166.774 


.95 


$30,707,675 


133,978.746 


1.24 


158.991,820 


169.958.493 


1.99 


2.19 



With the easy grace born of beneficence at the expense of some- 
one else, the Employers' Liability Commission has submitted to 
Congress a workman's compensation bill that will add from 12% to 
15% to the amount paid by the railways on account of injuries to 
persons. The bill provides that every common carrier engaged in 
interstate or foreign commerce by rail shall pay compensation to 
any employe who sustains personal injury in line of duty, or to his 
dependents in case of his death. It eliminates the common law 
doctrine of negligence. The compensation is to be on the general 
basis of an equivalent to one-half wages, except where the injury 
is caused by the willful intention of the employe to injure himself 
or another or in case of intoxication on duty. The worst feature of 
the bill is the shifting of the burden of proof in a class of cases 
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where the sentiment has ah-eady been strong in favor of nearly 
all claimants. 

The next table shows how the loss and damage tax on the rail- 
ways has grown out of all proportion to the increase in traffic since 
1899: 

Patmkhts on AcoomfT or "Loss aitd Damage** and "Injitbdes to Pnsoirs*' 
1899 to 1911 AND Pbopobtion to Gboss Eabninos. 



Year 



1809 

ItOO 

IMl 

1M2 

1908 

1904 

1906 

1906 

1907 / 

1906 

1909 

1910 

1911 

IncTMMd IB 12 ywn, per ocnt. 



Lon and DamacB 


lojiDMetoPc 


nooe 




Per Cent 




P«OeB6 


Amomt 


of 




of 




ESaninsi 




Eaniasa 


1 6.976.063 


.466 


8 7.116.212 


.641 


7.066.6a 


.474 


8,406 J60 


.66S 


8.109.6S7 


.610 


9.014,144 


.667 


11.0M.686 


.639 


11.682,766 


.678 


1S.726J06 


.722 


14.062,128 


.780 


17.002.602 


.861 


U,888.179 


.80S 


19.782.692 


.946 


16.084.727 


.770 


21.086.219 


.907 


17.466^864 


.751 


26.796.08S 


.996 


21,462,804 


.828 


84,661.243 


1.447 


20.088.643 


.889 


82.922,986 


1.886 


28,486.038 


.968 


80.707.676 


1.184 


28,284.146 


JK$ 


88.978.746 


1.288 


26.979.747 


.946 


469% 


172% 


266% 


T6% 



It will be interesting to watch these figures in future reports 
when compulsory compensation takes the place of negotiation^ com- 
promise and adjudication. 

The railways of the United Kingdom in the calendar year 1910 
paid $1,403,548 compensation to employes, $907,763 compensation 
for personal injury to passengers, and $1,903,186 compensation for 
damage to or loss of goods — ^a total of $4,214,498, which was 
less than 7/lOth of 1 per cent, on their gross earnings. There has 
been no increase in this item of expenses of British roads in ten 
years. It is proportionately one-third that of American roads. 
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XI 
LOCOMOTIVE FUEL 



Writing at a time when coal miners the world over arc demand- 
ing increased wages and mine owners are declaring that higher 
wages mean higher prices, the question of the cost of fuel to the 
railways is more than a burning one. In recent years the railways 
have left no resource of science and experiment untried to increase 
the tractive power of a pound of coal, the final test of which is the 
production of revenues in proportion to the cost of coal. That they 
have been able to hold this proportion nearly level in the face of the 
advancing cost of fuel is proof of the economy of their large and 
costly modem locomotives. 

In 1911 the expenditures of the railways for fuel were the 
largest in their history, as shown by the following statement cover- 
ing the years 1899 to 1911 : 

SUMMABT OF GOST OF LOCOMOTIVE FUEL AND PbOPOBTION TO EABinNOS AND 

Expenses of Aiiebican Railways. 1911 to 1899, with Pbios of Bitumi- 
nous Ck>AL FEB Ton Dubino the Same Pebioo. 



Tear 


Mikaof 
lina 


Cost of 
Looomotivtt Fuel 


Proportiop 

to 
Operating 
Expensea 


Proportion 

to 

Gran 

F4imintB 


Prieeof 

Coal at 

Mines 

per Ton* 


1911 Boreao ficnns 


232,117 
240.880 
285.402 
280.494 
227.454 
222.840 
216.973 
212.248 
205313 
200.154 
196.561 
192.556 
187.534 


1226.904.756 
217.780.958 
188.785.868 
201.905.054 
200.261.975 
170.499.138 
156.429.245 
158.948.886 
146.509.081 
120.074.192 
104.926.568 
90.593.965 
77.187.344 


12.087 
11.958 
11.804 
12.097 
11.471 
11.119 
11.278 
11.808 
11.675 
10.776 
10.602 
9.800 
9.478 


8.26 
7.92 
7.81 
8.44 
7.74 
7.84 
7.51 
8.06 
7.70 
] 6.96 
6.61 
6.09 
5.88 




1910 Official 


1.12 


1909 • 


1 07 


1908 • 

1907 ■ 


1.13 
1.14 


1906 • 


1.11 


1905 • 


1.06 


1904 • 


1.10 


1903 • 


1.24 


1903 • 


1.12 


1901 • 


1.06 


1900 " 


1.04 


1899 • 


.87 



*Theee fLgnree are from the latest report of the United States Geolocieal Survey. 
Note.— Sinee 1907* the Offieial fignree do not include retomstrom switching and terminal companies 
wUIe the Banaa fignes do. 

The returns now divide fuel between yard and road locomotivts, 
that for the former in 1911 costing $30,660,697, for the latter 
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$196,254,069. The Commission also distinguishes between large 
and small roads, the former using more than 97% of the total con- 
sumption of fuel. 

Oil as Fuel. 

A recent report published by the United States Geological Sur- 
vey shows that on 21,075 miles of American railways locomotives 
burning oil are used. The total consumption of oil for this pur- 
pose during the year 1910 amounted to 24,526,883 barrels, while the 
aggregate mileage traveled by oil-burning locomotives was 88,318,- 
497 miles. 
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xn 

ACCIDENTS 

If there is any disproportion of casualties to persons on Ameri- 
can railways compared to foreign railways relatively to the units of 
risk, of which there is no evidence, it is due to the fact "that, out- 
side of the army and navy, the American is not reared with that 
discipline which becomes a part of the man and governs his actions 
mechanically, as it were, rather than as a result of reasoning/^ 

These quoted words are from the official report of the Board 
of Block Signal and Train Control, which for four years has been 
investigating the practicability of automatic stop apparatus, to no 
satisfactory conclusion. It also testifies "that, nowhere in the 
world have appliances for safeguarding railway transportation been 
so highly developed as in this country." 

But aside from the congenital, mental and temperamental quali- 
ties of the American people, to which the Control Board traces 
our alleged unenviable pre-eminence in railway disasters, the Ameri- 
can public is entitled to know that the railway accidents which are 
paraded in the press with "ghoulish glee," as Grover Cleveland 
would say, are not disproportionate to the myriad risks involved in 
an industry that dwarfs that of all the nations of Europe com- 
bined. 

The Units of Risk. 

Let us consider what are the units of risk. They are present 
in every mile of track and in every rail in every mile. Only the 
movement of trains is needed concurrent with some defect of ma- 
terial, some oversight, mishap or personal carelessness, recklessness 
or negligence, and the unit of risk develops into a casualty or a 
horror. The rail, then, and what goes over it have within them the 
potentialities of all railway accidents, properly so-called. Passenger 
mileage and freight ton mileage are the accepted units by which we 
come the nearest to measuring the movement of traffic over the 
rails. For Europe and the United States these units of rbk com- 
pare as follows: 
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1M9 


UaitedSlatai 
1010 


MilwnlHM 


104.804 
119.177,000.000 


MCOSO 


PMteoiwa Carried 1 Mile 


S2.SS8.400.22i 


Freicht Toot Carried 1 Mile 


256.010.010.461 







Numerically the odds of risk, as represented in the factors of 
mileage and weight carried one mile, are very greatly against the 
American railways. Besides the excess of 18% in miles of line, 
as shown in preceding pages, the United States has 113,084 miles 
of auxiliary track, equal to the combined mileage of Germany, 
Austria-Hungary, France and Great Britain, on all of which the pos- 
sibility of accident has to be guarded against with even greater 
vigilance than that bestowed on the main line. If switches and 
sidings could be obviated, a fertile cause of accidents ^ould be 
eliminated. 

The weight of the equipment necessary to move a freight traffic 
double that of Europe is another factor of risk three times greater 
here than abroad. This is almost, if not wholly, overcome by the 
universal application here of the train brake where it is unknown 
on European freight trains, except on a few express freight trains. 
In fact, less than one-third of the foreign wagons have brakes 
at all. 

With the foregoing conditions in mind, what are the facts with 
regard to railway fatalities in Europe and the United States? The 
totals are given in the following statement : 





Europe 

204.480 milflt 

Repreeeoted 

1010 


United Stotai 

240.880 mike 

Bepraeented 

1011 


PUMmffim Killed 


on 

2.041 
4.822 


850 


Emoloyee Killed 


8.108 


Other PenoM. 


(ft) 0.488 






ToUl 


7.634 


0.857 



(ft) Of theee 5.284 are olaanfied m treqwaien 

Naturally there were more passengers killed on European rail— 
ways than on American, because of the preponderance of passenger 
traffic abroad. But when the part played by freight trains in Amer- 
ican accidents is taken into account, as it must be, the showing of 
the comparative safety of American railways should silence the 
misrepresentatitions regarding their indifference to human life. 
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The actual responsibility is bad enough without making it ap- 
pear worse by false and invidious comparisons. 

In proportion to the task they are called on to perform in 
handling half the railway traffic of the world, American railways 
are as safe as any in the world. 

The Safety of American Railways. 

Following its practice of the past eight years, the Bureau has 
compiled a statement* of those companies reporting to it that went 
through the year without a single fatality to a passenger in a 
train accident This is the second year this compilation is not so 
complete as the writer could wish, because the Commission has 
abandoned the call for accident statistics in its annual reports. 
These have been relegated to the quarterly Accident Bulletins of the 
Commission, where they are arranged to afford as sensational mat- 
ter for quarterly press notices as possible. The inclusion of indus- 
trial casualties to the number of 79,237 for 1911 and charging them 
to the railways helps to make the indictment as blood-curdling as any 
railway baiter could wish. 

The statement of immunity from fatality in train accidents com- 
piled from returns of the roads reporting to this Bureau, for the 
year 1911, presents what should be a welcome contrast to the har- 
rowing Bulletins of the Commission, as follows: 

SUMMABT OF MILEAGE AND TbAFFIO OF ROABS ON WHICH NO PaSBENOEB WAS 

Killed in a TRAIN ACX3IDENT Dubino the Yeabs 1911, 1910, and 
1909. 





1911 


1910 


1909 


Numbfr of Oiwmtiiw ConnMiiM. . . r . . t - . , . t , - r 


27« 

90.473 

269.720.687 

10.103.760.000 

759.745.870 

102.299.787.000 

Nooe 

2.001 


253 

86.003 

265.789.329 

9.273.441.000 

669.299.799 

86.118/)89.000 

Nooe 

1.7S3 


847 


If ilMfe of Tbfliie CnmimniM 


159.667 


PftMonfW Carried 


570.617.568 


FaaMnceri Carried 1 Mile 


18.953.025.000 


Tone <4 Freight CMxied 


1.116.877.063 


Toot of Fraight Ctoried 1 Mile 


151.974.495.000 


Faaeenceri Killed in Train Aoddeate 


Nooe 


PaMeogers Injured in Train Aoeidenta 


2.586 



Here is the proof that American railways can be and are run 
with an immunity from fatalities without parallel in any other 
country, because no other country has an3rthing like the mileage 
and traflSc represented in these figures. The mileage is equal to that 
of Germany, Austria-Hungary and the United Kingdom combined, 
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the passenger mileage is almost equal to that of the British rail- 
ways, and the freight ton mileage is nearly as great as that of all 
Europe, and yet these 276 railway companies went through the 
year 1911 without a single fatality to a passenger in a train accident 

The writer does not believe that reports of injuries are of any 
comparative statistical value. What constitutes a reportable injury 
is as indefinite as a piece of string. But the reader, if he will, can 
compare the total of passengers injured in train accidents in the 
above table on 90,000 miles of American railway with the 1,111 
killed in similar accidents on the 23,387 miles of British railways 
in 1910. 

The most extensive system covered by British reports has a 
mileage of less than 3,000 miles. Included in the above statement 
are no less than three systems operating over 4,000 miles each. 

For the most part, moreover, this 90,000 miles is single track 
road, operated without block signals or any other special aid to 
safety, beyond admirable rules and regulations and the eternal 
vigilance, watchfulness and resourcefulness of American railway 
employes. 

Well-Nigh Perfect Immunity. 

But the claim for safety on American railways has further sup- 
port in the returns of railways which just missed getting into the 
class of complete immunity by a single fatality to a passenger in a 
train accident. Here is the record which includes one system of 
over 7,000 miles and another of over 3,000: 

SUMMABY OF MILEAGE AND TRAFFIC OF ROADS ON WHICH ONLY ONE PAS- 
SENOEB WAS KILLED IN A TBAIN ACCIDENT DUBINQ THE YEABS 1911, 1010 
AND 1909. 





1911 


1910 


1909 


Number of Openttiii£ ComiMUuee 


14 


13 

22.647 

66.180.574 

2,492.598.000 

175.619.700 

22.967.352.000 

13 

623 


10 


Milease of these ComDanies 


25406 

64.507.791 

2.873.948.000 

135.054.793 

21.772.634.000 


27.681 

185.447.507 

5.778.621.000 

213.066.612 

40,177,881.000 

10 


Pam^ncen CiMTifld 


Pft«ipp£^r» Cftiriwl 1 Mil*. . . . . . . x . . 


Tom of Freight Cnrri^ 


Tom of Freisht Carried 1 Mile 


PaasengerB Killed in Train Accidents 


14 
1.046 


Paasoigera Injured in Train Accidents 


778 



The presence in this list of one road with an exceptionally large 
suburban passenger traffic makes it especially interesting and in- 
structive, since American suburban business more nearly approaches 
the regular European passenger traffic m length of journey. 
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Immunity from Accidents Not Sporadic. 

The next statement is particularly valuable as tending to indicate 
that the immunity from fatalities shown in the foregoing tables is 
not in itself accidental, but to a remarkable degree consecutive. It is 
to be regretted that the Commission's innovation in the mode of 
reporting accidents renders this summary less complete than it 
would otherwise be: 

Statement Showing Number of Railways and Mileage on which NO 
Passenoeb has been Killed in a Tbain Accident, 1904 to 1911. 



Period 



Eight Years. 1011-1904. 
Seven Yean. 1011-1005. 
Sax Yean. 101 1-100«... 
Five Yean, 1011-1007.. 
Four Yean. 1011-1008.. 
Three Yean. 1011-1000. 
Two Yean. 1011-1010.. 
One Year. 1011 





Miles of Line 


Number 


No Fatalities 


of 


To P&8sencen 


Compames 


In Train 




Accidents 


12 


5.000 


67 


16.383 


02 


20.500 


116 


24341 


148 


85.348 


181 


52,377 


205 


56.171 


253 


00.472 



For five years the same American railways with a mileage 
greater than that of the United Kingdom have not killed a single 
passenger in a train accident. 

To appreciate the significance of this entire statement, the 
reader should bear in mind that in 1904 the statistics of this Bureau 
covered less than two-fifths of the mileage of the country, and not 
until 1906 did they reach anything like their present complete- 
ness. In 1909 no less than 287 companies, representing 108,710 
miles, reported two years immunity from fatalities to passengers in 
train accidents. 

To aid the student to a broad comprehension of these figures, 
the next statement presents a report of the British Board of Trade 
showing the average numbers of passengers killed and injured in 
train accidents, and the average number of passenger journeys for 
three periods of ten years and one of four, ending 1884, 1894, 1904 
and 1908, respectively, and for the years 1909 and 1910: 
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Atebage Number of Passergebs Killed and Injused in Train Aoohwnts 

ON British Railways 1S75 to 1910. 





Namber of PMMOgera 
Killed and laiorad 
ifi Train Aoddeote 


Nnmtwrof 

PaaeBger iooneja 

(enlaeiTeol 

Janmsyw by 


Ymi 


Killed 


Injured 


SeMOB-Tieket 
Holders)* 
(MilUoM) 


1875-1884 (Avenge) 


28 
21 
12 
28 

1 
28 


815 
000 
581 
401 
880 
1.111 


588.4 


1885-1884 • 


788.8 


1885 1804 • 


1.100.7 


1805-1808 • 


1.244.2 


1808 


1,204.8 


1810 


1.806.7 



*Tbe number ol annnnl seaaoB tiekets iasned was 780,273 in 1808 and 752,068 in 1810. 

The average passenger journey on British railways is approxi- 
mated at a little under eight miles. The returns for 1909 and 1910 
show how unwise it is to base conclusions on railway accidents on 
the figures of a single year. In a country as large as the United 
States, with such a vast railway system, the average per year cannot 
show such a 23 to 1 variation. 

Railway AccroENxs in 1911. 

By legislative enactment, approved May 6, 1910, the number 
of American railway casualties was almost exactly doubled, albeit 
railway operation had no more to do with it than the pen that 
signed the bill. This is the testimony of quarterly Accident Bulle- 
tin No. 40, which gives the yearly tables with a statement that they 
"are not comparable with those of the annual bulletins for pre- 
ceding years, which only included four classes of accidents, namely, 
collisions, derailments, casualties to passengers and casualties to em- 
ployes on duty." 

Bulletin No. 40 further says, "The total number of casualties 
for the year is 160,556 (10,396 killed and 150,159 injured). Of 
this number 439 killed and 79,237 injured are classed under the 
head of 'industrial accidents,' which did not involve the movement 
of cars or engines on rails." Adding 439 to 79,237 makes 79,676, 
which is only 601 short of half the total casualties. 

But this is not all. Hitherto the Accident Bulletins failed to re- 
port the casualties to trespassers and other persons besides passengers 
and employes. This oversight has been remedied under the law 
of May 6, 1910, and the result swells the total casualties in Bulletin 
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No. 40 by no less than 17,126 (6,438 killed and 10,687 injured) or, 
classified another way, 10,898 trespassers and 6,227 other per- 
sons. 

In order to preserve the continuity of these statistics of railway 
accidents, which have no value except as they relate to the same 
classes of accidents, the information in the next table is confined 
to the data that has been published quarterly under the Act of 
March 3, 1901 : 

SuMMABT OP Casualties to Persons in Railway Accidents fob the yeabs 

ENDTNo June 30. 1011, and 1910. 



CIam of Aoddent 



CoUiiiou 

DeraUm^nto 

Hitralbuieoai Traia Aooidenta. 
inelnrlint Looomotive Boiler 

y VpVialnaia 



Total TniB Aoeideota 

Coopling or UDOoapling Oan. . . 

While doing Other Work about 
Traine or while AUeoding 
Switohei 

C(«uiif in Cootaot with Orer^ 
bead BridceSt Tonnels or any 
Sigaal Apparatoe or any Fixed 
Stmctore above or at the Sde 
of the Track 

Fallinc from Can or Encinee or 
while getting on or off aame 

Other OMuee 



Total (other than train aod- 
dento) 



Total (an claaMt). 



Totals in 1909. 

• • 1908. 

• • 1907. 

■ • 1906. 

• • 1905. 

• « 1904. 

■ • 1908. 

■ • 1902. 



1911 



Killed Injured 



09 
41 



no 



131 
63 



180 



299 



8.299 
2^24 



106 



6.926 



29 

2,749 
8.838 



6.116 



12.042 



Employee 



KiUed 



821 
256 



76 



662 
209 



181 



n 

542 
1.817 



2.276 



2.928 



Injured 



8.446 
2.106 



1.848 



7.897 
2.966 



18.185 



1.517 
13.097 

4.on 



89.842 



1910 



PaMangen 



KiUed 



78 
80 



52 



217 



8 

187 
64 



204 



47.289 



421 

836 
406 
647 
418 
537 
420 
321 
803 



Injured 



4.428 
2.946 



142 



7,516 



83 

2.883 
8.374 



6.240 



13.756 

12.116 
12.645 
13.597 
11.185 
10.040 

8.on 

6.978 
6.069 



Enaployea 



Killed 



855 
253 



107 



715 
206 



157 



96 

586 

1.623 



2.668 



8.888 

2.456 
8.358 
4.358 

8307 
8.261 
8.367 
8.233 
2.516 



Injured 



8.838 
1.868 



1.590 



6.791 
2.966 



18.240 



1,877 

13.196 
26.029 



61.827 



68,618 

51304 
50344 
62.689 
55324 
45.426 
48.266 
39.004 
33.711 



This table mdicates that American railways were operated in 
1911 with fewer fatalities to passengers than ior any year since 
the publication of the Accident Bulletins began, both absolutely 
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and relatively. As to casualties to employes, the record shows a 
gratifying decrease in 1911, but it is not so convincing because of 
changes in classification of those included. It is not clear, for in- 
stance, how many of the following casualties given in a separate 
table under the new law were formerly included in the general 
returns for employes: 



Emplo3re0: 

Notoo Duty 

In and Around Sluqw. 
Od Boats or Wharves. 
At other Places 



Total Emplojres not Roqoired in Monthly Reports Previous to July 1 , 1910. , 




Injured 



954 

35.530 

1.204 

5,420 



43.108 



One of the idiosyncrasies of the latest innovations in railway 
statistics is the exclusion of accidents "with air or steam hose" 
from those occurring in the "coupling or uncoupling cars." If 
coupling and uncoupling air or steam hose is not an inseparable 
incident to the coupling and uncoupling of cars, where the law re- 
quires train brakes on all cars, what is it? 

Accidents to Other Persons. 

The record so far as casualties closely or remotely related to the 
operation of railways is concerned is completed by the inclusion 
of a table giving the number of trespassers and other persons, not 
passengers or employes, killed and injured in 1911, as follows: 





Killed 


Injured 


TreepasRors 


5.284 
1,154 


5.614 


Othw Persons not TresDAssinff 


5,073 






Total Other Persons 


6.438 


10,687 



If these and the casualties to employes "not on duty" be added 
to the totals in the first table of accidents in 1911, it makes an ag- 
gregate of 10,161 killed and 113,076 injured. 

Of this startling total only 429 fatalities (69 to passengers, 
321 to employes and 39 to trespassers) come within the class pre- 
ventable by the safety appliances that apply to the movement of 
trains. 
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The death roll of trespassers, including more than half of all 
the fatalities, is an indictment of the legislators who vote millions 
into the pockets of patentees of so-called safety devices and refuse 
to make 350,000 miles of railway track forbidden ground to a 
thoughtless, careless and reckless army of trespassers. 

Accidents on British Railways. 
In order to get anything like an equal basis for comparison 
with the accidents on British railways, it is necessary to present 
their statistics covering a period of ten years — as one year's traf- 
fic on our railways is approximately equal to ten of theirs. In the 
following statement the details and totals are those furnished by the 
British Board of Trade, to which the railways make annual re- 
turns : 

summaby of casualties on british railways fob 1910 and totals fob 

Ten Years. 



Class 



A. Passengers: 

From Accidents to Trains, Rolling Stock, Pennanent Way, etc. . 
By Acddoits from other Causes 

B. Servants of Companies or Contractors:: # 

From Accidents to Trdns, Rolling Stock, Permanent Way, etc.. . 
By Accidents from Other Causes 

C. Other Persons: 

From Aoddeots to Trains, etc 

Persons Passing over Railways at Level Crossings 

Trespassers (including suicides) 

Persona on Business at Stations, etc., and Other Persons not 
Coming in Above Classifications 



Total All Classes 1910. 
Total All Classes 1009. 

1008. 

1007. 

1006. 

1006. 

10O4. 

1008. 

1002. 

1001. 



Total Ten Years 11,703 



1010 



Killed 


Injured 


KiUed 


Injured 


23 
08 


411 

2 

76 
442 

61 


1,111 
2,060 

113 

25,024 

7 

86 

136 

716 


1 
03 

16 
863 

63 
450 

48 


300 
2,080 

120 
23,834 

26 

36 

138 

724 


1.121 
1,033 


30.110 
28,383 
28.486 
25.076 
20,444 
18,236 
18,802 
18,657 
17314 
18.876 


1.083 


28,383 


1,128 






1,211 






1.252 






1,180 






1,158 






1,262 






1,171 






1,277 












11.703 


226.181 




«»•••• • 



1000 



fOl contractors' servants in 1010 six were killed and eighteen injured. 

The marked increase in injured in 1907 was a matter of defini- 
tion and not of casualties, and serves to illustrate the folly of basing 
any conclusions on returns of injuries. The British roll of acci- 
dents could be cut in two by a reasonable definition; and if ours 
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were confined to reporting those causing the loss of a limb, or 
suiting in permanent injury, the figures would be reduced even more 
and they would mean something. 

pATALrriES IN Railway Accidents Since 1888. 

The next statement gives the total fatalities connected with the 
transportation industry since the Commission began compiling the 
data in 1888. It preserves the original classifications and is con- 
fined to fatalities, so as to afford a definite basis for comparison 
with the statistics of other countries. 



PA8SENGEB8, EaIPLOTBS AND OtHEB PeBSONS KILLED llf RAILWAY AOCIDEirrS 

FBOM 1888 TO 1911. 



Yew 



1011. 
1010. 
1000. 
1908. 

1007. 
1000. 
1006. 
1004. 
1008. 
1002. 
1001. 
1000. 
1800. 
1808. 
1807. 
1806. 
1806. 
1804. 
1803. 
1802. 
1801. 
1800. 
1880. 
1888. 



200 

421 
886 
406 
647 
418 
637 
441 
866 
846 
282 
240 
280 
221 
222 
181 
170 
824 
200 
376 
203 
286 
810 
316 



Employes 



2.028 
3.383 
2.466 
8.368 
4.363 
3.807 
3.261 
3.367 
3.233 
2,616 
2.676 
2.660 
2.210 
1.068 
1,603 
1,861 
1.811 
1.823 
2,627 
2.664 
2.660 
2.461 
1.073 
2.070 



Other Penooe 



Tree- 
peesert 



6.284 
NodsU 
6.124 
6.660 
6.612 
6.381 
4.866 
6.106 
6.000 
4.403 
4.601 
4.346 
4.040 
4.063 
8.010 
3.811 
8.631 
8.720 
3.673 
3.603 
8.466 
3.062 

Not Given 



Not 



1.164 
NodsU 
864 

040 

1.044 

040 

040 



870 
871 
807 
660 
634 
617 
608 
606 
624 
680 
647 
614 
611 
636 
18^1 
12.807 



Total 



0,666# 

3.804t 
8.760 
10.264 
11.666 
10.618 
0.708 
10.046 
0340 
8.688 
8.466 
7.865 
7.123 
6.850 
6.437 
6.448 
6.138 
6,447 
7.846 
7.147 
7.029 
6.335 
6.82S 
6.283 



fit fatalitiee to employee Dot on daty in shops, etc., are indoded this total would be 10.161. 

tExdosive of trespassers and others in 1010. 

tlodadee 



A mere glance at this table shows how railway casualties rise and 
fall with the volume of freight traffic Mark the decrease of 
fatalities in the years 1894, 1905 and 1908 following the business 
recessions of those years. 
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Relation of Accidents to Passenger Traffic. 

While the last table indicates the effect of the freight traffic 
on the total railway fatalities, the next sets forth the relation of 
passenger traffic to fatalities to passengers through a summary of 
passengers carried one mile to one killed in a train accident : 

PA88BNQER8 GaBBIED ONE MnjB TO ONE KILLED, 1889 TO 1911. 



Yew 



1011. 
1010. 
1000. 
1008. 
1007. 
1000. 
1006. 
1004. 
1001. 
1002. 
1001. 
1000. 
1800. 
1808. 
1807. 
1800. 
1805. 
1804. 
1808. 
1809. 
1801. 
1800. 
1880. 



Passengen Killed 


Paaseofera 


Paaseocer^ Carried 


ia 


Carried 


One Mile 


Train Aoddeote 


OneMUe 


to One Killed 


110 (») 


82.837J60.C03 


340.550.734 


217(b) 


32.838.406.320 


180.661.001 


111(e) 


20.452.000.000 


288.745.100 


105(d) 


20.082.836.044 


106.506.648 


410 


27.718.654.030 


72.802.600 


182 


25.167.240.831 


183.702.488 


S50 


28J00.140.436 


68.000.427 


270 


21.023.213.586 


81.107.067 


164 


20.015.763.881 


127.535.745 


170 


10.680.037.620 


115328,162 


110 


17.353.588,444 


157.750.804 


08 


16.038.076.200 


172.463.188 


88 


14.501.827,613 


175.700,127 


74 


13.370.030.004 


180.800,864 


06 


12.256.030.647 


127.676.454 


41 


13.040,007.233 


318.268.460 


80 


12.188.446.271 


406.281,542 


162 


14.280.445.803 


88.206.456 


100 


14.220.101.064 


142.201.010 


105 


13.362.808.200 


68.522.555 


110 


12.844.243.881 


116.765.858 


lis 


11.847.785.617 


104.847.660 


161 


11.553.820.445 


71.762.850 



(•) CM these only 04 were pewwmeri in the proper eeose o( the term, 
(b) Of theee only 170 were prnwenyre in the proper senM ot the term, 
(e) Of theee only 102 were pniMagerp in the proper eeose of the ienn. 
(d) Of theee only 148 were peaeengeri in the proper eenae of the term. 



In respect to fatalities to passengers in train accidents, the 
figures of the last column in this table prove that the year 1911 
stands in a class by itself. Not since 1901 have as few passengers 
been killed in train accidents, and the number carried one mile has 
almost doubled. Only in 1895, when there had been a coincident 
drop in both passenger and freight traffic in the first half of the 
year, have the railways experienced any such relative immunity from 
fatalities to passengers in train accidents. The explanation is simple 
and will be found in the statistics of freight carried and the re- 
duction of the payroll. Such a laying off of employes as occurred 
in 1911 means the retention of the more efficient, whose efficiency 
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in tuFD is increased by the removal of such a rush of work as 
made 1892 and 1907 the black letter years in the annals of American 
railway fatalities. 

Experienced and efficient men, amenable to regulations made 
for the good of the service, loyal to their employers and themselves 
in a semi-public occupation, these are the chief assurances of siafe 
railway operation. And just as the railways command such service 
they rise in the scale of efficiency as public utilities. This is true as 
much of the hundreds of thousands along the 350,000 miles of 
track as of the hundreds of thousands that man the trains. 

The reason for the note to the above table in regard to persons 
included in the term **passenger" in 1908-1911 is that the Com- 
mission includes in it for accident statistics travelers who arc not 
passengers for income and mileage statistics. 

Decreasing Hazard of Train Crews. 
The same influences that made for the general safety of rail- 
way operation in 1911 produced like gratifying results in reducing the 
fatalities among trainmen, as the next statement shows: 

SuMMABT Showing Numbeb of Trainmen Killed in Railway Accidents, 
1889 TO 1911, WITH Ratio to Numbeb Employed. 



1889. 
1890. 
1891. 
1892. 
1893. 
1894. 
1895. 
1898. 
1897 
1898 
1899 
1900 
1901 
1902 
1908 
1904 
1906 
1906 
1907 
1908 
1909 
1910 
1911 



Trainmoi 



1,179 
1,459 
1.583 
1.503 
1,567 
1.029 
1,017 
1,078 

976 
1,141 
1.156 
1.396 
1,537 
1,607 
2,021 
1,181 
1.156 
1,360 
1,507 
1.097 

789 
1.056 

905 



Trainmen 
in Yardfl 



Yard 
TrainmMi 

Switching 
Crewi 



487 


488 


886 


493 


400 


676 


459 


630 


362 


496 


270 


318 


325 


474 


313 


490 



AU 
Trainmeo 



1,179 
1,459 
1.533 
1.608 
1,567 
1.029 
1.017 
1,073 
976 
1,141 
1,155 
1.896 
1.537 
1,507 
2,021 
2.156 
2.034 
2.335 
2,596 
1.966 
1.872 
1,855 
1.703 



Number of 

Trainmen 

for One 

KiUed 



117 
105 
104 
118 
116 
166 
156 
152 
166 
150 
156 
187 
136 
135 
123 
190 
1S3 
124 
125 
150 
202 
109 
180 
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Here is shown a great gain for safety among trainmen, tmdcr 
which class is included enginemen, firemen, conductors, brakemen, 
baggagemen, rear-end flagmen, switchmen on regular switching train 
crews, train porters, parlor car attendants and other train employes. 
The terms on the payrolls and in accident statistics may not be abso- 
lutely synonymous, but they are so nearly so as to afford a reliable 
basis for such computations as the above. 

In general occupational health, including the mortality from 
accidents, as shown in extracts from the report of the Registrar- 
General of Great Britain, given in the Bureau's report for 1910, 
railway employes are far above the average. 

Accidents for the First Quarter of 1911-12. 

Accident Bulletin No. 41, covering the months of July, August 
and September, 1911, shows an increase of fatalities over the pre- 
ceding quarter and a decrease when compared with the corre- 
sponding months in 1910. The figures in detail follow, in compari- 
son with those for the first quarter of the preceding year. 

Summary of Accidents dubino July, August and Septembeb, 1911 and 

1910. 



Paaeencen, in Train Accidents 

Passengers, all Causes 

Employes (on duty) Killed in Train Accidents. 

Employes (on duty) killed in oonpling 

• • • Total 



Total, Paasencers and Employes. 



Emploires not on Daty. 



Other Persons not Trespassers. 



Total. 



ton 



Killed 



66 

lie 

104 

42 

626 



742 

83 

1.557 

376 



2.758 



Injured 



2,617 

4.751 

1.551 

607 

11.062 



15,813 

105 
1,682 
1.417 



19.107 



1910 



KiUed 



63 
135 
209 

56 
869 



1.004 

79 

1,512 

353 



2.948 



Injured 



1.871 

3.822 

1,801 

722 

12.148 



15.970 

312 
1,707 
1.391 



19.380 



This Bulletin (No. 41) contains an innovation which is a step 
backward from the glimmer of light these Bulletins have shed upon 
the causes of railway accidents. Beginning with Bulletin No. 2 
(1901) they have contained tables giving the causes of the promi- 
nent train accidents, from which it has been possible to extract some 
side lights as to the responsibility, and to apportion the blame 
between the two branches of the service. These tables have enabled 
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this Bureau to prove the preponderance of the freight trafific as the 
responsible factor in American railway accidents through the pub- 
lication of such an analysis of the "prominent collisions" of the 
year, as the following for 1911 : 



SUMMABT SHOWINO GLABS OF TBAINS Ilf PSOMINfiNT OOLUSIONB OP 

1911. 





NmnlMr 

ol 
CoUisioos 


Poraont 


Kind of Timm in Aoddeut 


Killed 


Injored 


Pft«ffi»^igfT u<i PMMBfW 


17 
25 
SO 


«S 
65 

76 


540 


Fnicht v**\ PiiMinmnr 


Sll 


Frwfht Md Freight 


132 






Total 


78 


IM 


063 



Only once before since these records have been kept has the 
number of persons killed in collisions not been very much greater 
in collisions between freight and passenger trains than in those 
between either of the other classes, and in several years it has ex- 
ceeded the fatalities in both. 

Causes of Accidents. 

From these tables it has been possible to compile an important 
summary showing the presumptive causes of these prominent col- 
lisions, and inferentially of all railway accidents. Brought down 
to June 30, 1911, this compilation is as follows: 



CmI80 



Negligence. Error or Forgetfulnees of Some Member of Train Crew , 

ReckleBeneas, Careleeaneae, Overlooking or Dieregarding Orders, or Taking Chanoee. 

etc 

DiBobedienoe 

Inoompetenoe or Inexperience 

Defect oi Equipment, Tirea, Wheels, etc 

Defect of Roadway 

Halieioos Acts. 

Misadventure, Washouts, Landslides. Cyclones, etc 

Undiscovered 

Intoricatiwi 



Nomber 

of 
Aoddenta 



3S7 

S87 
64 
28 
84 
35 
81 

104 
46 

a 

1,028 
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During 1911 no less than 13 of the "prominent collisions" were 
directly traceable to disregard or failure of block signals. The dis- 
continuance of these tables, with their all too brief analysis or 
statement of the causes of the accidents enumerated, is not com- 
pensated for by the reports of the Commission's chief inspector of 
safety appliances. He very naturally shows bias in favor of auto- 
matic devices, which can never make good the failures through negli- 
gence, carelessness or disobedience of the human equation. 

Causes of British Railway Accidents. 

Of 819 accidents inquired into by the official injectors of the 
British Board of Trade in 1910, nearly half (3S7) were found to 
be due to "want of caution or misconduct on the part of the in- 
jured person"; 147 were due to "want of caution or breach of 
rules, etc., on the part of servants other than the persons injured" ; 
154 were ascribed to "misadventure or accidental," and the re- 
maining 131 were divided among defective systems of working, de- 
fective apparatus, etc., or want of sufficient safeguards and non- 
observance of rules. Of the accidents not inquired into, 4,035 out 
of 4,136, or nearly 989^, were classed tinder the first three causes 
named. 

In conclusion the official report says: "It is difficult to as- 
sign more than 333 of these cases to preventable causes. It will be 
observed that the accidents comprised tmder the first three headings 
which, so far as they are affected by rules, etc., may be called un- 
preventable, outnumber the preventable accidents by more than 30 
to 1." 

Overwork Seldom a Cause of Accident. 

Further analysis of the exhaustive reports of the expert in- 
spectors to the British Board of Trade shows that in 1910 barely 
2% of the accidents occurred to men working in excess of 13 
hours, and that in 1911 out of 901 cases investigated only 33 hap- 
pened to men who had been working in excess of 13 hours and of 
these 13 happened during the 13th hour. In not a single instance 
was the accident found due to overwork. The following statement 
shows the relaticm of accidents to the hours the persons involved 
have been on duty on British railways for a period of seven 
years: 
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H0UB8 When Bbttuh Accideitts Occur. 



ThxM lloBtha 


OIF 
Du- 
ty 


HouB OB Duty When Aeoidents Ooonrred 


to 


Ut 


2d 


3d 


4th 


5th 


6th 7th 


8th 


9th 10th 


nth 12th 13th 


14th 15th 16th 


17th 
or 

QfW 


Sept. 30*1910 

Deo. 31.1910 

Mar. 31.1911 

JoM 30.1911 

Yew 1911 


2 

2 
5 

1 

10 

13 

11 

6 

1 
6 
3 

50 


12 
27 
32 
24 

95 
57 
61 

447 


21 

25 

88 

108 

108 
86 
64 

74 

590 


17 
18 
25 
15 

75 
83 

92 
83 
78 
70 
65 

546 


25 

19 
23 
38 

85 

I 

54 
589 


24 
21 
15 
25 

85 
88 

69 

•n 

71 
63 
71 

524 


10 
22 
11 
15 

68 

77 
81 
64 
81 
66 

499 


s 

17 
15 

74 
72 
68 
72 
59 
68 
59 

472 


20 14 U 12 
15 16 21 17 
20 15 16 16 
19 20 23 12 

74 65 73 57 
62 64 68 51 
60 65 54 51 
70 68 57 53 
48 68 62 43 
70 71 61 42 
48 53 56 41 

432 449 426 838 


3 

16 
6 

11 

36 

32 

37 
36 

36 
39 
37 

25C 


2 

13 
14 
64 


1 
2 

2 

5 

\ 
1 

38 


1 
\ 

1 

2 

1 

2 

5 

3 
3 

14 






1 

1 
2 

1 

7 




1 



1 


• 1910 


3 


• 1909 





• 1908 





• 1907 


1 


« 1906 


2 


• 1905 


1 


Sevan Yean 


8 



This table establishes beyond reasonable question that overwork 
is practically a negligible factor in causing railway accidents. Out 
of 5,562 cases investigated in seven years only 29, or one-half of 
1%, happened where the employe had been working beyond the 
14th hour and only 131, or 2.3^, when he had been working beyond 
the 12th hour. Moreover, during these seven years "overwork" 
was never found to be the explanation of the accident. It is perhaps 
worthy of note that more casualties occurred during the second hour 
than in any other hour of the seventeen. No one has attempted to 
account for this phenomenon. 

Railway Accidents in Eukope. 

Confining the inquiry to fatalities, the latest returns of accidents 
on European railways from official sources are as follows: 
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Killed in Eubopean Railwat Aooidents. 



Cooatzy 



United Tfingdom 

Qermany 

Rttaiia. 

Fnuioe 

Austria 

Hungary 

Italy 

Spain 

Portugal 

Sweden.. 

Norway.... 

Belgiom.... 

Denmark^.. 

Holland.... 

Switaerland 

Boumania.. 



•••••««•••#•••) 



TV>tal. 



Year 



1010 

1900 

1906 

1906 

1909 

1909 

1909-10 

1907 

1904 

1906 

1909-10 

1900 

1900-10 

1900 

1900 

1006-00 



121 

121 

287 

#27 

S4 

26 

52 

25 



Employee 



10 
1 

2 

8 
12 
13 



002 



420 
683 
744 
800 
154 
180 
106 
64 



81 
5 

40 



20 



2.680 



Other 
PeraoBS 



580 
726 
1.000 
t206 
125 
102 
118 
218 



Total 



50 
7 
88 
10 
16 
25 
58 



4.410 



1.121 

1.880 

2.06O 

625 

818 

866 

881 

802 

55 

01 

18 

85 

80 

80 

76 

88 



Pnooding 
Year 



1.088 

1.358 

2.850 

650 

270 

881 

208 

210 

87 

102 

12 

120 

26 

45 

00 

100 



7.855 



7.567 



#In train aoddeoti only; otber aoddenti to paeaengen induded under "Other Penoos." 

tEidttdingsaiddeab 

tStatistieB oover State railways only. 

It will be observed that nearly three-fifths of the fatalities on 
European railway are to "other persons/* As noted, passengers 
not killed in train accidents in France are induded tinder the head 
of "other persons/' 

Throughout Europe it is the practice in oflScial railway statistics 
to draw a sharp and clear line between those who are killed through 
some fault or mischance of the railway and those accidents which 
are the result of the person's own dereliction or carelessness — wn- 
vorsichtige, as the German statistics have it Any such just dis- 
tinction would relieve American railways of seven-eighths of the 
odium attaching to them through the publication of the quarterly 
Accident Bulletins. It would be made immediately under govern- 
ment ownership. 

The railway mileage for Europe represented in the foregoing 
table is less than that of the United States ten years ago. 
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BAHWAY BEGEIY£BSHIPS IN 1911 

Except for the passing of the Wabash Railroad into the hands 
of the Court the calendar year 1911 would have had a phenominally 
small record in the matter of receiverships. Including it, five roads, 
operating 2,606 miles and with a capitalization of $210,606,882, were 
placed in the hands of receivers. Excluding the Wabash, the total 
mileage involved was only 91 miles, with a capitalization of only 
$2,648,400 — ^the smallest amount in any year except 1901 since 1876. 

On the other hand, thirteen roads, with a mileage of 1,386 miles 
and $40,741,453, emerged from receiverships through foreclosure 
sales. Of these the most important was the International & Great 
Northern Railway (1,160 miles, $34,692,053 capitalization). 

The following statement gives the names, mileage, ftmded debt 
and capital stock of the roads for which receivers were appointed 
in 1911: 



AUaatio Northern 4 Soathern 

EaglM Mere Ridlroad 

J«ni«8toini, Chaatanqoa 4 Lake Erie. 

Jamastown 4 Chataaqua 

Wabash Railroad 

Total 



MUeace 



2,606 



Foaded 
Debt 



17 


6 111.500 


10 


83.500 


67 


750.000 


27 


250.000 


2.(16 


115.156.406 



6116,351.496 



Stock 



6 178,400 

50.000 

750.000 

475.000 

02.801.986 



$94,255,186 



The number, mileage and capitalization of the railways that have 



failed since 1876, as given in the ''Railway Age Gazette, 

follows : 

Reoeivkbships Since 1876. 



are as 





Roads 


MUes 


Bonds and 

Stock 
(Thoueaods) 


Roadi 


Miles 


Bonds and 

Stoek 
(Tbonssnds) 


1876 


42 
88 
27 
12 
13 

5 
12 
11 
87 
44 
13 

9 
22 
22 
26 
26 
86 
74 


6.662 

8,637 

2.320 

1,102 

885 

110 

912 

1.990 

11,038 

8,836 

1,709 

1,046 

3,270 

3,803 

2,963 

2.150 

10,506 

29.840 


$ 467,000 
220,294 

92,385 

39,867 

140,265 

3,742 

39,074 
108,470 
714,755 
385,460 

70.846 

90,318 
186J14 

09,664 
105,007 

84,479 

357,692 

1,781,046 


1894 


88 
31 
34 

18 
18 
10 
16 

10 
24 


7,025 

4,089 

6.441 

1.537 

2,069 

1,019 

1,165 

73 

278 

229 

744 

3,593 

204 

317 

8,009 

859 

735 

2,606 


6 395.701 


1877 


1805 


369.075 


1878 


1896 


275.507 


1879 


IW 


02,009 


1880 


1898 


138,701 


1881 


1899 


52.285 


1882 


1900 


78J34 


1888 


1901 


1,627 


1884 


1908 


5.836 


1885 


1903 


18,828 


1886 


1904 


36.069 


1887 


1905 


176J21 


1888 


1906 


55.041 


1889 


1907 


13,586 


1890 


1906 


596M^ 


1891.. 


1900 


78,006 


1892 


1910 


51,427 


180S 


1911 


210,606 


Total 86 year 


B 








724 


131.839 


tijmj&m 
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TWO D£CADES OF BAILWAT PROGRESS 



Railway Results in the United States fob Yeabs, Endino June 80. 1891, 
1901 AND 1011 wrrn Pebcentages of Incbease by Decades. 



Item 



PofWfaltkML 

MUMofUaeCopented) 

Miles of AUTmek 

Net OwitaliMtioB (m) 

* * per Mile of Line. 

• • • • •Tmek.... 
GroH Earaiagii from OpemtioB (m) 

• * per Mile Operated 

Bipeoeee of Opemtioor m) 

• « per Mile Operated. 

Net Eendini from Operation. 

' « per Mile Operated 

Ratio of Eipeneee to Barmnff 

Reoeipte from Panencers (m) 

• • Freiclit(m) 

• MaUUn) 

' ' Eipreis(m) 

Pifingore Cbrried (m) 

' OaeMile(m) 

ATerafe Reoeipte per FueeBter Mile 

(oeate) 

' Paneacen in Tiaia 

FnichtToMGanied(m) 

' * Oarried One Mile (m) 

Ayerage Reoeipto per Toa Mile (mille). 

Looomotivee, Number 

* Weicht witboni 

(torn) 

PMeeafer Gen (aomber) 

Freight Can (aomber) 

* * eapaeitjr (ton) 

Averegn Tone in Train 

Emplosree (aomber) 

perlOOMiletofLiae... 

* Compeontioa 

Proportioa of Oroei Eaiainge 

* of Operating Eipeneee. 

Taies 

Per Mile of Uae 

ProportioB of Oroei Earnjnge 









1011 


1011 


1801 


1001 


1011 


over 

1801 

% 


over 

1001 

% 


03.844.000 


n.612360 


03.083.000 


473 


21.1 


101.275 


105362 


243.220 


503 


24.4 


S07.440 


265352 


358.313 


73.7 


35.1 


I7.800.219 


10.482.640 


314.434300 


83.7 


523 


4».no 


40.025 


50345 


183 


183 


87.800 


36347 


40.257 


63 


10.1 


1.006.761 


1388326 


12313.780 


157.1 


n3 


63)0 


8.123 


11388 


70.4 


423 


731.887 


1380307 


1.085311 


1643 


873 


4.538 


5.260 


7357 


75.3 


503 


364373 


558.120 


883368 


142.1 


583 


3.363 


2354 


3.631 


603 


27.2 


66.73% 


6436% 


68.66 


4.4 


53 


IS81.178 


351356 


658.772 


134.3 


873 


736.793 


118343 


1.020335 


1613 


723 


24.870 


38.453 


51387 


1063 


33.4 


21.504 


31.122 


72.704 


337.2 


1333 


531.183 


607.278 


070.101 


843 


613 


12344443 


17353388 


33.506.240 


1603 


033 


2.142 


2.013 


1366 


d8.0 


d2.4 


42 


42 


58 


383 


38.3 


675.606 


1.000326 


1.727.088 


1553 


58.7 


81.073.784 


147.077.136 


255.448302 


215.1 


733 


8.05 


730 


754 


dt8.7 


03 


32.130 


30.584 


61.107 


003 


543 


138I.9n 


2.177340 


4.672.700 


288.1 


1143 


37.040 


35360 


40.448 


763 


37.7 


047300 


1.464.328 


2.203.616 


1323 


503 


21.687.900 


30386356 


81.006.724 


2743 


1073 


181 


381 


404 


1233 


43.7 


784385 


1.071.160 


1,605.000 


1163 


58.2 


486 


548 


607 


433 


27.2 


•438.704.400 


3610.713.701 


1.230300.000 


183.1 


1013 


40i)0% 


3930% 


43.67% 


0.1 


13.7 


50.05% 


50.37% 


6335% 






333380305 


350.044.872 


3100.108,400 


2273 


U0.1 


206 


260 


448 


117.4 


713 


3.04% 


3.30% 


337% 
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XIV STATISTICS OF 

The essential features of railway statistics for the leading coun- 
tries of the world are set forth in the following statement. So 
far as possible the information has been obtained from official 
sources or authoritative publications, and where estimates have been 
inserted, as noted, they have been computed from ascertained facts. 
The average journey and haul given for British traffic is that fur- 
nished by the London Statist and is corroborated by the figures of 







Miles 










Coontvy 


Year 


Covered by 


or Cost o( 


Fusenter 


Freight 


Other 








Constmction 


Revenae 


Revenue 


Revemea 






tiOB 


(0) 








Uaked . 














mi^dom 


1010 


28.887 


$6,421,170,080 


S210.612300 


8200307,860 


$ 03.400.130 


Qennaii Empire 


1010 


36.740 


4.163.615310 


200.407.588 


456,766.403 


71.368311 


FnutM 


1006 
1006 


24.016 
41388 


3.535.054.000 
3.378.830.810 


140.648.147 
80.787.020 


170,700,564 
806,014346 


6.867.22S 


RoBiiaD Empire. 


30311360 


Aostria 


1000 
1000 


18373 
12362 


1.600.853323 
814.534.000 


42,460.000 
22387,800 


128,000.000 
60.603.600 


12380.000 


Hungary 


4.200.000 


ItiOyC*) 


1000-10 


8.810 


1.131.300.000 


35,000.550 


66.188.000 


6.460.360 


Sfitbu 


1005 


8,482 


640.010.610 


16.215,866 


34.004.666 


6.100.371 


Portogal 


1006 


1.466 


162.385.280 


4,030,350 


6.715.150 


351.750 


Swwifla 


1006 


8.242 


270.124.168 


12,147,036 


21.403.600 


885.076 




lOOO-lO 


1345 


77.142.728 


2,416,542 


3.224.306 


338.406 


Denmark (•)... 


1006-00 


1.215 


63.625.230 


5,254,200 


6.401.260 


740380 


Beigiom (a) 


1000 


2.678 


401.185.000 


17,241360 


35,506,641 


672.621 


HoUaiMKa) 


1000 


1.002 


(d)158.000.000 


11.606.800 


11,774,800 


1313300 


SwitMTlaad 


1000 


3.084 


330.030.000 


17.180.680 


21,006370 


1.658.6tf 




1006-00 


1.070 


186320.270 


5314382 


8316.240 


773.351 


TotellilllDIM. . 




102,067 


23.433.000.218 


6882.723.220 


Sl.688381.085 


$346311.372 


Guiada. 


1011 


25.400 


1308.060.701 


50.666304 


124.743,015 


13,423385 


Aifpntiaa. 


1000 


15.868 


862.811,760 


23.720.160 


70.144,320 


6325,020 


Jtp«i(a) 


1010 


4.624 


384312.007 


10.686.266 


18.468.172 


2.064.780 


British India. . . 


mo 


83,000 


(01.448.700.000 


68361.000 


100.410,000 


5.040.000 


New Sooth 














Wales 


1011 


3.760 


248328,770 


10.100.880 


17,468,060 


1366340 


United States... 


1011 


243.220 


14.434.800,000 


(a) 658.772,786 


1.020.336.466 


230.673.159 



the North Eastern Railway of England, the only British road giving 
such information. 

From the data here furnished it is possible to make a dose ap- 
proximation of the actual passenger and freight mileage and traffic 
conditions in the countries named. Within the four corners of this 
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FOBEIGN RAILWAYS 

table are contained the figures establishing the amazing leadership 
of the United States in everjrthing pertaining to the development 
of transportation by rail. 

For the purposes of this table, taxes have been added to the 
operating expenses of American railways ; 

Here the writer wishes to make acknowledgment for the courtesy 
of the Railway Departments of Japan, Canada and New South 







Per 










Per 






Cent 




Aver- 




Aver> 


Cent 


Total 


Opentiog 


^- 


PasBengBn 


ace 


iVeicht 


ace 


Net 


ReTennes 


Ir^WiWPffWI 


penoes 


Carried 


Joamey 


Tone 


Haul 


Rer- 






to 




(Mike) 


Carried 


(Miles) 


eniKfl 






Rer- 










to 






ennet 










C^tal 


$ 008.500.880 


I 372.891.080 


613 


1.768.426.888 


(b) 7.8 


614.428303 


(b)25.0 


830 


728.642,392 


495.125.838 


67.9 


1340.872.110 


14.2 


631327317 


60.4 


6.74 


834,715.933 


190.888.324 


57.9 


470.306.166 


20.7 


158.165.000 


80.7 


4.06 


426.618.125 


344.497.406 


80.8 


162,117.000 


70.0 


220,554.000 


160.1 


2.43 


182.840.000 


148.740.000 


81.3 


241.055322 


10.0 


152,186317 


62.0 


2.12 


86.422.000 


59.742.600 


69.1 


124.234.000 


20.1 


66,806,000 


60.0 


3.28 


•7.658,000 


79350.083 


77.3 


72.457360 


25.0 


35,600312 


(b)66.0 


137 


57.100,602 


27.750.936a 


483 


41.846340 


(b)26.0 


22.662.548 


60.4 


4.50 


10.106.260 


4.672.500 


46.2 


14386.608 


(b)20.0 


4316.386 


(b)54.0 


8.36 


34,627,612 


28.040340 


81.2 


64.168,160 


163 


33.086300 


44.0 


2.43 


5.970.348 


4.421.464 


78.9 


12,598.086 


16.0 


4,684.053 


383 


2.18 


11.486.840 


10.689.840 


93.0 


21,802.900 


21.7 


4.800.604 


533 


1.20 


53.819,631 


36.773.266 


67.7 


160.107,172 


143 


64.682.253 


403 


3.87 


24.696300 


20,597.760 


83.4 


44.501.000 


173 


16,146.000 


61.2 


230 


89.704.601 


27.044311 


67.9 


105.038.668 


123 


16.166.116 


463 


336 


14.804.173 


9.760,081 


66.0 


8310,068 


423 


6384.406 


(b)063 


2.72 


12.712.116,677 


81.860.994.966 


683 


4341.021385 


153 


1351386.028 


633 




188.733.408 


181.034.784 


60.4 


37,097,718 


70.0 


70384.282 


20.0 


3.12 


100.190.400 


69309.920 


00.4 


51,060.064 


24.2 


32.504371 


1203 


4.71 


41.118.281 


21,080.404 


61.1 


128.306.960 


21.0 


23.665.620 


80.8 


6.22 


168,720,000 


89396.000 


63.1 


871.580.000 


86.1 


65.600,000 


184.8 


5.46 


29,424.640 


16.975.170 


61.1 


60.919.628 


102 


10.064.706 


803 


4.61 


2,818.780.398 


(e)2.044.620.071 


723 


070.101.000 


34.2 


1.727,088.000 


1473 


6.86 



(a)Stote only. (b)Eetunated. (c)From latest report, not alwayisrear named. (d)Estiinated cap- 
ital cost of Holland's railways not given since 1807 . (e)Inolnding taxes, (f) Valuing the Indian rupee 
atS8e«ta(.S2ii). 

Wales for early copies of the very complete and valuable raflway 
statistics of their respective countries to the dates mentioned in the 
table. 
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Railways of Canada. 

Statistics of the Railways ok the I him in ion kor the Teabs Endino Juhs 

:^n. i!)rN. loio and 1011. 



Miles of line Operated.. . 

BeooodTnck 

Yard Traek and Sidiaci. 



AUTnMski. 

OHNtalCosi* 

Stock 

Funded Debt 

Ooveromeot RaUwaya. 

Sabddiea 



Total Capital Coat. 

Per Mile of line 

PaflSfn«er Traffic 

Vum&ngen Carried 

PaeaenfcirB Carried 1 Mile 

AverBc« Journey (miles) 

Average PasBeocers per Train 

Mileage of Pameog^r Trains 

Mileage of Miied Trains 

Receipts from Pasaengera 

Recinpts per Paswnger Mile ^oonts). 
Freight Traffic 

Tons Carried 

Tons Carried! Mile 

Average Haul (miles) 

Freight Train Mileage 

Average Tons per Train 

Receipts from Freight 

Receipt* per Too Mile (mills) 

Miscellaneous Receipts 



Total Receipts 

Eipenses of Operaticm 

Way and Struct u res 

Maintenance of Rqnipmeot. . . . 

TVaffio Eipenses 

Conducting Transportation.. . . 
Gooeral Eipsossa 



Total 

Ratio to Earnings 

Net Receipts 

Pttcentage to Capital Cost. 

GroH Rscsipts per Mile 

Gross Eipsnss per Mile 



Number of Employes 

Compoosatioa 

Proportion of Gross Earnings 

Proportion of Operating Expenses. 
Average per Employe per Year . . 



1908 



23.0M 
1.311 



S8.723 

1607.425349 
631.809.004 
109.428.104 
160.291.482 



$1,515,009,599 
65.968 

84.044.092 

2.081.960.864 

61 

54 

Sl.950.349 

6.210.807 

$39.992.50S 

1.920 

63.019.900 

12.961.512.519 

206 

40.476.370 

278 

193.746.655 

7.23 

$13,179,155 



146.918.313 

$20,778,610 
20.278.626 



62.486.270 
8.765.636 



$107,304,142 

73.047© 

$89,614,171 

3.61% 

$6,398 

4,673 

106.404 

$60,376,607 

41.10% 

56.27% 

$560 



1910 



24.731 
1.543 
5.155 



81.420 

$687,557,387 
722,740.300 
118.018.751 
190.753.063 



$1,719,069,501 
69.513 

85.894.575 

2.466.729.664 

69 

59 

35.022.541 

6.441.440 

$46,018,880 

1866 

74.482.866 

15,712,127.701 

211 

50.184.108 

311 

$116,229,894 

7.39 

$11,707,443 



173.956.217 

$27,035,603 
36.002.301 

4.366,in 
58.028.171 

4.073.188 



$120,405,440 

60.2% 

$63,550,776 

8.12% 

$7,033 

4.868 

133.768 

$67,167,793 

88.82% 

55.78% 

1503 



1911 



35.400 
1.610 
$.560 



82.500 

r49.307.687 
779.481.514 
119.615.660 
803.179,2M 



$1350.484.131 
73354 

87.097.718 

2.606.968,«24 

70 

10 

86.985.911 

6.277.468 

$60366.894 

1344 

79.884.283 

16.048.478.395 

200 

50.408366 

805 

$134,743,015 

777 

$13.438385 



188.788.408 

$29,345,008 
36.127.688 

4381.744 
663a370 

4.487.089 



$181,084,784 

69.44% 

$57,696,700 

8.13% 

$7,480 

5.158 

1413M 

$74318.788 

8938% 

56 94% 



*The net capital liability of the Canadian railways, exclusive of Government owned roads, in 1911 

$1398.069.701 or $55,829 per mile, which is far bebw their "capital cost.'' 

In 1011 lbs laUways of Canada paid $1,792,390. In Novia Scotia and New Braoswiok thay m 
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Railways of the United Einqdom. 

Statistics of Mileage, Capitamkation, and Traffic fob the Yeabs 1907, 

i0(»9 AND uno. 





1907 


1909 


1910 


Leoffth of Railways 

Doable Tiaok or More (miles) 

fiinffleTnck 


12,845 
10.263 


12.996 
10.284 


13,072 
10JII6 






Total Leofftb of Line 


23.108 
63.158 

$6,302,090,773 
272,723 

1.259.481.000 

445.101.956 

13.295.747.058 

7.8 

$206,036,740 

1.54 

$43,213,632 

407.602.m 

108.284.939 

515.887.116 

12.897.177.900 

25 

$296,058,610 

2.31 

$45,634,648 


23.280 
53,972 

$6,401,160,346 
274.964 

1.265.081.000 

452.769.260 

13.399,232.028 

7.8 

$204,296,797 

1.525 

$45,071,850 

395.300.000 

104.606.000 

499.905.000 

12.497.625.000 

25 

$289,653,988 

2.32 

$46,075,070 


23.387 


All Tracks. Sidincs. Etc 


64,311 


Total Caoitalisation (nUd npV ,..,., 


$6,421,170,080 


Oapitalintion per Mile of Line 

PftMseoger Traffic 

Passengers Carried. 

Season Ticket Journeys 


274.562 

1.306.728.683 
451.597300 


Paasonctfs Carried 1 MUe 


13,731.760,000 


Averace Journey (miles) 


7.8 


Rpoeiots from PaflsenceTs 


$210.612390 


Receipts per Passenxer Mile (cents). . . 
Mail. Purcelfl. T/Onmffe. V^tc, , r 


1,634 
$46,318,570 


Freight Traffic 
Minerals, Tom Carried.., 


406,087,176 


General Merchandise 


109.341.631 


Total Pmight. Tons 


514.428.806 


Tons Carried 1 Mile 


12.860.721.160 


Average Haul (miles) 


26 


ReoeiDts from Freisht 


$299,397,860 


ReceiDts ner T<m Mile (orats) 


2.828 


Miscellaneous ReceiDts 


$47,180,660 






Total Receipts 


$591,943,630 

373.085.840 

63.0 

$218,857,790 

3.47 

$25,616 

16.165 

621.341 

$158,116,560 

26.7 

42.4 

$254.47 

$28,682,810 


$585,097,705 

365.430.190 

62.4 

$219,812,320 

3.48 

$25,133 

15.699 

621.341 

$156,225,173 

26.7 

42.6 

$251.45 

$24,398,700 


$603,509,880 


Eipenses of Omration 


372391.030 


Ratio of Expenses to Earnings 

Not ReceiDts 


613 
$230,618,850 


Percentage to Paid-Up C3apital 

Qrcw Receipts per Mile 


839 
$26,806 


Gross ExDcnses ner Mile 


16.946 


Nomber of Employes 


606.750 


Total Compensation 


$168,932,400 


Proportion of Gross Earnings 


26.3 


Proportion of Operating Expenses 

Average per Employe per Year.. 

Taxes included in Expenses 


42.6 

$261.10 

$24,846,740 



*No enumeration of employes was made between 1907 and Dec. 31, 1910; the last preceding, in 1904, 
gave a total of 681,664. 
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Railways or Qbbmant. 

Statistics of Mileage, Cost of Constbuction, and Tbaffio it» 

1906, 1009 AND 1910. 



• 


1906 


1000 


1010 

• 


Lencth oT fttftto Raihraya (milM) 

L«aKth of PriTftto Raihrajrs 


32.060 
2.513 


34.058 
8.167 


34.547 
3.103 






Tdt«l 


34.563 

$3,613,403,706 
104.548 

1.200.224.072 

17.189.336.940 

14.21 

$170,165,002 

0.00 

3.701.760 
265.115.720 


3C.235 

$4.048310.560 

111.737 

1.469.639.916 

80.862.117.130 

14.17 

$190,350,060 

.013 

4.106.098 

273.234.000 

65.1 

$17,471,520 

6.36 

401.024.070 

30.917.232.220 

61.3 

$425,517,120 

1.41 

$66,433,300 


36,740 


CoatarCoiiftoaotMMi 

Cotl per Mile 


$4,163,615,510 
113.324 


Paieemer Traffic 
rawnmnn rarrini 


1.540.873.110 


PaaamMpna Oaniml ('Otie milft) 


21.048 J03.727 


Average Joarney (milea) 


14J4 


Reoelpta from Paaaeoferi 


$200,407,568 


Reeeifrta per Paaaenter per Milo (oeata). 

Freight Traffic 
Fast Freight and Eipreaa 
Tom Oarriffd 


0.013 
4,706417 


Tone Carried One Mile. 


296.206.106 


Average Haol (milea) 


69.91 

$16,924,060 

6.38 


62.71 


Reoeinta £rom Same 


$19,118,701 


RMviiKa mr Ton Mile (cMita ) 


6.43 


AUFMght 
Tone Carried 


455.144.382 

28.118.620.680 

61.78 

$397,580,738 

1.41 

$63,151,060 


631,537.817 


Tone Carried One Mile 


32,124,223490 


Averace Havl (milea) 


00.4 


Receipts from Freight 


$456,766,403 




1.41 


MifloeUaamaa Remipts 


$71.368411 






Total Receipts 


$630,706,800 

407.174.400 

64.5 

$223,622,400 

6.18 

$18,251 

11.780 

648.437 

$210,300,932 

34.78 

53.88 

$388.85 


$682,301,880 

481.728.720 

70.6 

$200,572,560 

5.00 

$18,830 

13.018 

601.087 

$364,047,660 

38.7 

54.8 

$882.10 


$728442402 


ivipfosoa (H Operation •••■•i 


405,125438 


Ratio Eipeneea to Earainga 

Net Receipts 


67.06% 
$833,417,064 


Percentage on Cost of Constnctaoa. . 
Gross Receipts per Mile. 


5.74% 
$10430 


Gross Eipenees per Mile 


13.47ft 


Nomber of Employes 


700470 


Total OompwuHition 


$371416,771 




374% 


Proportion ol Operating Ezpeoses 

Average per Employe per Year 


544% 
$388.17 



The official statistics for Germany for the year 1910 only reached Chicago on April 10, 1912, ia 
time for insertion here bat not for ose in the body of the report where those given relate to th« 
preceding year. 
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XV 
GROWTH OF RAILWAYS 

In mree-quarters of a century American railways horn small 
beginnings in Pennsylvania in 1827, Maryland in 1828, South Caro- 
lina in 1830, and New York and Massachusetts in 1831, ^ow the 
following remarkable growth by decades: 

Pbooress of Railways in the United States Since 1885. 



states 


1836 


1840 


1850 


1860 


1870 


1880 


1800 


1000 


1010# 


Alabuna 


46 


46 


75 


743 
88 
28 


1.420 
256 
025 
157 
742 
224 
446 

1345 


1.851 

806 

2.220 

1.531 

054 

280 

630 

8385 

220 

7.065 

6.454 

5.235 

8.480 

1.508 

683 

1.013 

1312 

1.808 

8.081 

8.106 

1.188 

4311 

48 

2.000 

760 

1.015 

1.701 

6.010 

1,400 

635 

5.012 

275 

582 

6.248 

810 

1.420 

630 

1.824 

8.208 

770 

018 

1326 

274 

004 

8.180 

472 

884 

648 


8.148 
2.118 
4.148 
4.154 
1.007 

828 
2.800 
4.106 

041 
0343 
5.801 
8.847 
8.806 
2.604 
1.658 
1.818 
1.168 
2.004 
6.780 
5.466 
2.202 
5.807 
2.181 
5.274 

025 
1.138 
8.084 
7.462 
2.004 
1.040 
7.710 
1318 
1.260 
8.807 

812 
2.006 
2.486 
2.710 

7311 
1.000 

013 
8.142 
1.600 
1.806 
5.468 

041 
1.061 
1384 


4310 
8.841 
5.744 
4387 
1.088 
846 
8372 
5.680 
1.261 

10.007 
6.460 
0.180 
8.710 
8.060 
2324 
1315 
1.407 
2.118 
8.108 
6.042 
2310 
. 6367 
8310 
5,684 
000 
1.280 
2387 
8.121 
8306 
2.781 
8.774 
2.150 
1.728 

10,277 
212 
2.706 
2360 
8.124 
0378 
1.547 
1.012 
8.720 
2300 
2.108 
6,406 
1.228 

1311 
1.752 


5.022 


Arkniunui ..,....,.,,,.,, 


5.185 


CftlifonuA 








7.666 


Ck>lonKio 








5310 


Cooneotioat. 




102 
80 


402 
80 
21 

648 


601 

127 

402 

1.420 


1,000 


D*lftW»re...a.a w .t,x. 


16 


885 


Florida. 


' 4370 


O^fVifi 




185 


7.020 


Idftho 




2.168 


Illinois 






111 
228 


2.700 

2.163 

655 


4.823 

8,177 

2.683 

1.501 

1.017 

470 

786 

671 

1.480 

1.688 

1.072 

000 

2.000 


11376 








7,420 


Iowa 






0.788 


TTfuunMi ,, , , , 








0.007 


Kentaoky 


15 
40 


28 
40 
11 
218 
301 
50 


78 

80 

245 

250 

1.085 

. 842 


584 
885 
472 
886 

1.264 
770 


8318 


Louisiana 

MiiinA 


5.460 
2.248 


Maryland and D. C 

ManmfihniKtts . . 


117 
113 


1.418 
2.100 




8.065 


Minnesota 




8,660 


MSfffifffipni 






75 


862 
817 


4.418 


Missouri 






8,078 


Montana 








4307 


Nebraska 










1312 

508 

786 

1.125 

8.028 

1,178 

85 

8.538 


6.067 


Nevada 










2377 


New Hampshire 




58 
186 
374 

58 


467 

206 

1,361 

154 


661 

560 

2.682 

037 


1.246 


New Jersey 


00 

104 


2355 


New York. 


8.416 


North Carolina 


4.784 


North Dakota 




4301 


Ohio 




30 


575 


2,046 


0.128 






5.078 


Orecoa 










150 

4.656 
186 

1.180 
80 

1.402 
711 
257 
614 

1.486 


2,870 


PennsylTania 


318 


754 

50 

187 


1,240 

68 

280 


2.508 
108 
078 


11364 


Rhode Island 


212 


South Carolina 


187 


8.410 


South Dakota 


8.048 


Tffltnmmw. ...,..,, ^ ... . 








1.253 
.. 307 


8300 


TeiM 








143tt 


Utah 










1,086 


Vermont 






200 
884 


554 

1.370 


1.081 


Viiginia 


08 


147 


4.4tt 




4358 


WestViisinia 










887 
1325 


8386 


Wifloonsia 






20 


005 


7.828 


Wvominc 






1.600 


Ariaooa. 












2,007 


New Mecrioo 












2,000 


Dist. Columbia 












86 


Total 


1.006 


2.818 


0.021 


30,635 


52.022 


08.671 


150.271 


102.040 


288.600 



^Eidusive of switching and terminal companies— 1614 miles in 1010. 
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Qbowih or Bailwats or thb Wobld. 

In the following table is given the mileage o£ the principal coon* 
tries in the worid from the eariiest date available to the latest: 



Gtwt Britaia. 
Uaitad States. 



Belginm 

AMtria (fvopor) 
PnMJiiaEittope 

Italy 

BolluMi 

Switatftaad.... 
Bmiwy 



CbUi.... 
Bf«iU... 

Norway. 



Argeatiaa 
pablie... 
Torlwy ia 



R0. 



PortagaL. 
Graeea... 
Uragnay.. 



Romnaaia.. •• 
Anatralia*.... 

Japaa 

Britiahladia. 

Chiaa 

Africa 



ifiif ^ R ^fH rnnnihUail 



Opeaad 



in? 



1836 
1836 
18S7 
18S8 



1839 
1844 
1848 
1847 
1848 
1861 
1861 
1864 
1866 

1867 



1869 



1874 
1863 
1883 



1849 



1367 

M18 

16 



341 
S07 



13 
10 



6,621 

9,0S1 

66 

1.714 

8.637 

664 

817 

310 



110 
16 

in 

30 
17 



10.433 
30.636 
2.066 
6.700 
6,979 
1.074 
1.813 



1.117 



663 

1.004 

69 

1.190 

120 

134 

42 
376 



41 

47 
43 



888 



1870 



16.637 

63.923 

2,617 

11.142 

11.728 

1.799 

3.790 

7.096 

3426 

874 



2.167 
470 

3.400 
462 
604 



U 



637 



247 
444 
6 
61 
216 
162 



4.771 



17.933 

93.296 

7.194 

16.276 

20.693 

3.399 

7.063 

14.036 

6.340 

1.143 

1.696 

4.421 

978 

4,660 

1.100 

3.174 

970 

8.664 

1.636 

727 

1.179 

710 

7 



666 

889 

789 

78 

9.163 



683 



19.9tt 

160.644 

12.586 

21.899 

24J46 

2.776 

9.346 

17.634 

7.830 

1.632 

1369 

6.751 

U17 

6.961 

1301 

6346 

970 

4399 

4306 

1.024 
993 

1.118 
416 



6312 
1337 
4360 

642 
16387 

134 
2373 



31366 



17360 
36339 
81386 

11.921 
28389 
9.770 
1366 
2342 
10.619 
1.764 
8362 
2.791 
9.196 
1.231 
6.663 

10318 

1.900 

1336 

1.476 

604 

997 

8303 

1320 

11.111 

3.632 

38333 

401 

6353 



mot 



23380 

230.422 

34.731 

39364 

36.336 

2388 

13391 

35347 

10.425 

2335 

2.791 

13.177 

2.121 

8.961 

8.451 

11363 

1.609 

8321 

14.111 

1.967 

1.470 

1.689 
845 

1371 
14346 

1.976 
17366 

6.130 
30399 

4.997 
19.207 



mit 



30329 

26.400 

30.11t 

37365 

5.133 

18378 

41388 

10.42» 

3.439 

8334 

12362 

2.121 

9373 

3.451 

13368 

134S 

8356 

18.166 

2.106 

1.470 

1.686 
976 

1.4tt 
14390 

1376 
18.196 

6.110 
31.4U 

6374 
30.758 



f adadiwc N»w Zaalaad. 
fOr lataat fignraa. 
Uaehidea Aaiatie Railways. 



The proportion of state to privately owned railways as given by 
Mr. Edwin A. Pratt in "Railways and Nationalization" 1908, was : 



Compaay Owaad Railwajrs. 
Stata Owaed Railways 

Total 



389300 

161300 



660.000 



statistics of American Railways. 
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BECOMM£!a)ATIONS 



In conclusion I would reiterate the following recommendations: 

Railway Statistics. 

In order to relieve official railway statistics of any color or 
prejudice, the Bureau of Railway Statistics and Accounts, now a 
division of the Interstate Commerce Commission, should be trans- 
ferred to the Department of Commerce and Labor, and its com- 
pilations should deal only with operating companies. This sepa- 
ration of Commission and Statistics is necessary to save the Com- 
mission from being misled by statistics prepared to sustain pre- 
• conceived notions of what the facts should be instead of what they 
are. Official statistics should be as colorless as the following state- 
ment of the expenses of the Commission from its organization to 
date: 

EXFENSBS OF THE COMMISSION 18S8 TO 1011 INOLUSIVB. 



1888. 

1888. 
1880. 
1881. 
1892. 
1803. 
1884. 
1886. 



$118,007 
140.468 
180.440 
814.844 
821.746 
217.702 
200.280 
216.200 




8284.941 
234,000 
237 J68 
280.126 
243.884 
266.070 
871.728 
288.842 



1004... 
1006... 
1006... 
1007 e 
1006... 
1000... 
1010... 
1011... 



8321.633 
330.788 
882.141 
616.607 
736.680 
888.036 
1.163.336 
1.200.078 



SComiiiiMkNi inereaied from five to leveo memben. and Sftlariet imiied from 87.600 to $10,000. 
Thk, bowevw. only iaeraMod the outlay 837,600 per aaimiii. 

Accidents. 

In order to make prevention of accidents, and not hostility to the 
railways or the marketing of patent appliances, the paramount object 
of inquiring into their cause, investigation of important railway 
accidents in the United States should be vested by Congress in a 
Board of Inspectors copied after the practice so successfully fol- 
lowed for half a century in the United Kingdom : 

One Chief Inspector, 

Ten District Inspectors, one for each Interstate Commerce group, 
appointed from Engineer service of the United States Army, with 
the rank of Major. This would insure fitness and impartiality for 
the work and valuable experience in regard to railway operations 
to the Army Engineers. 
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Three Deputy Inspectors for each group. 

Three Assistant Inspectors for each group. 

Several groups might require additional deputy and assistant 
inspectors, and as many could get along with two of each class. 

Enough money could be deducted from the Interstate Commerce 

G)nunission appropriation to pay these officials liberally, so as to 

secure competent service without crippling the legitimate work of 

the Commission. 

Respectfully submitted, 

Slason Thompson. 
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